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PBEFACE 

Fob the last nine years, during which I have 
lectured on Railway Economics at the London School 
of Economics, I have been constantly hampered by 
the want of an English text-book of the subject 
Having waited long in the hope that some one else 
would fill the gap, I have in the end reluctantly 
attemipted to fill it myself. Circumstances have, how- 
ever, prevented me from completing the book which 
I had planned, and the pages that follow are only an 
instalment My apology for publishing an incomplete 
fragment lies in the hope that to my own students, 
and perhaps also to the students in classes that have 
recently been established in Manchester and elsewhere, 
half a loaf, and that but indifferently baked, may be 
better than no bread. 

I shall be grateful for any correction in matters of 
&ct, or criticism on matters of opinion, that may be 
sent .to me, and trust that the complete work, when 
published, will benefit by them. 

W. M. A. 

December^ 1904. 
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Acworth 

ranea aoore roe sunace ana tne nange was iransierrea 
from the rails to the wheels. The railway thus became 
specialized ; it could only be used by special vehicles, 
and the special vehicles could no longer be used on 
ordinary roads. Naturally, the railway forsook the 
public highway and was laid on land allocated to its 
sole use. 

From the physical point of view we may then define 
a railway as a road devoted to the exclusive use of 
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vehicles adapted to run on raised rails. But in practice 
our definition, even on the purely physical side, goes 
far beyond this. The object of the specialized roadway 
was to secure economy in cost of haulage, and at a very 
early period it became evident that economical haulage 
was inconsistent with the curves and comers and the 
climbing up and down hill of an ordinary road. And 
so we have the bridges and viaducts and embankments, 
the cuttings and tunnels, and all the costly 'works' 
which belong to our modem idea of a railway. 

Now the fact that a railway is a specialized road is 
in no way inconsistent with its general use by individuals 
with their own specialized vehicles. A motor or bicycle 
track is open to any one who brings his own machine 
and pays the toll demanded. Moreover, canals, a form 
of specialized road which preceded railways by at least 
a century, have almost always in every country been 
free to all users on payment of toll ; and even nowadays 
for canal owners to be also canal carriers is quite ex- 
ceptional It was, therefore, not unnaturally assumed 
when railways first began, not only in England, but in, 
for instance, France and America, that the canal practice 
would be followed and private individuals would convey 
their own traffic along what still remained in law 
a public highway, though devoted to a special use and 
constructed — ^as were also, it may be remembered, the 
turnpike roads — on land specially acquired in fee simple 
for the purpose. This assumption underlies the whole 
of our early railway legislation, and a considerable 
portion of modem railway legislation and case law is 
concerned with the efibrts of the Legislature and the 
Courts to harmonize with modem actuality laws con- 
ceived in refereince to an entirely different state of focts. 
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Railway law aBsumeB the independent carrier as the 
normal type. But the legal aBsumption never had, 
even in the earliest days, any serious basis of concrete 
fact The only justification for the expense of making 
a railway was economical haulage ; and economical 
haulage implied two things, mechanical power and 
concentration of load. Mechanical power, fixed to the 
spot in the shape of self-acting inclines or stationary 
engines, evidently must be provided by a single owner, 
more naturally the owner of the railway than a third 
party. Power in the shape of a locomotive ie a whole- 
sale commodity beyond both the means and the require- 
ments of oi"dinary customers. And accordingly, almost 
fi'om the outset the owner of the i^ailway has been, 
with a few exceptions of gi-eat antiquarian but no 
pi-actical interest, the sole provider of ti-active force 
along it. 

It still remained theoretically possible that the actual 
conveyance and the dealing with the public should be 
in iudeiwndeiit hands. A coach proprietor, for instance, 
might have supplied a vehicle, published his fares, 
booked his passengei's, and then paid to the railway the 
tolls fixed by Parliament (a) for the use of the road, 
and (b) for the provision of locomotive power. But this 
never in practice happened ; carriage of passengers, on 
English railways at least, has always been done ex- 
clusively by tlie railway companies themselves in 
vehicles belonging to them '. In goods trafiic, however, 

' On the Continent and in America a large part of the 
long-diBtance express traffic is carried in vehicles belonging 
to private companies — the Compagnie Internationale dee 
Wagons-Lits and the Pullman Company respectively. But 
these two comi)anies i^un theii' cars not in the exerdse of 
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matters did not proceed so fost, nor have they gone 
quite so £ar. Till comparatively recent times one great 
firm of private carriers at least remained as an in- 
dependent intermediary between the public and the 
railways, hiring trucks from the company, and loading 
goods entrusted to them at the one end of the transit 
and unloading them at the other on their own premises. 
In the case of mineral traffic, and coal in particular, 
even now in England, though in no other country, the 
usual custom is that the trucks belong to and are kept 
in repair by the private owner. But the trucks when 
on the railway are in the entire charge of the railway 
company. 

This brief sketch of railway development shows two 
things. It shows in the first place that when we speak 
of a railway — ^in such phrases, for instance, as 'The 
A Railway is one of the best in the country ; * or ' State 
railways are better or worse than private railways — 
we refer to an organism peri^orming three distinct and at 
least theoretically separable functions; namely, (1) own- 
ing a road, (2) owning the rolling stock used on the road, 
(3) carrying for hire traffic of all sorts. We see further 
that, though precedent seemed against it, though public 
opinion and positive legal enactment exerted pressure 
the other way, these three distinct functions have in 
fiact been combined everywhere ; and we may therefore 
assume that their combination has at least some 
economic justification. Both points are of sufficient 
importance to require more detailed consideration. 

We notice, in the first place, that the combination of 

legal rights over a public highway, but merely as agents 
employed by the railway admmistrations under a voluntary 
contract. 
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the three functions differentiates railways from aU 
other transport undertakings. A canal company or 
a turnpike trust confined itself to the ownership of 
the road, while barge-owners and the stage-coach or 
stage-wagon proprietors confined themselves to owning 
roUmg stock and carrying for hire. Omnibus com- 
panies use roads whoUy, and tram companies use roads 
largely provided for them by public taxation ; the road 
used by steamship companies is provided for them by 
nature. Evidently then railway rates must differ in 
kind from canal tolls on the one hand, and from 
onmibus or steamboat fares on the other. Canal tolls 
are mainly charges for capital provided; omnibus or 
steamer ikres mainly charges for services rendered. 
AraUway rate combtoes th^ two, in what proportions 
we shall see presently. It includes interest on capital 
already spent and charges for current expenditure on 
daily and hourly service. 



CHAPTER II 

RAILWAY CAPITAL 

Though the sketch of railway history given in the 
previous chapter is mainly English — ^as is but natural 
seeing that English railway history is not only the oldest 
and the most typical but also that most fiftmiliar to us — 
it should be noticed that all that has been said so £a.r 
applies to railways however owned or managed ; to the 
independent undertakings of England and America and 
the State-subsidized and State-controlled railways of 
France, equally with the State-owned and State- 
worked rSwaj; of Germany or Australia. Hereafter 
there will be something to be said as to these different 
systems of management ; for the present we are only 
concerned with points common to alL 

Let us, then, deal first with railway capital. Con- 
tinuing to use English experience as illustrative only, 
we find that, in the roundest of round figures, the 
capital of the railway companies of the United Kingdom 
is £1200000000. Of this sum roughly £200000000 
represents nominal additions to capital in recent years ; 
the balance, £1000000000, may be taken as money 
actually spent In return the companies possess some 
22000 miles of line ; about 800000 vehicles of various 
kinds, including 22000 locomotives; and a vast mass 
of miscellaneous property, docks, steamboats, hotels, 
horses and carts, &a Though the individual companies 
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divide their capital expenditure under these various 
heads, the expenditure of all of them has never, that 
I am aware, been so summarized. Roughly, perhaps 
we may say that the railway proper, the road and 
the buildings, has cost i'SOO 000 000, the rolling stock 
£150000000, while the remaining ^650000000 are 
represented by the miscellaneous property. 

The railroad proper has cost, we may say, £800 000 000. 
The first important item in this great expenditure may 
be taken as that for preliminary expenses. Long before 
the construction of a line is actually begun, careful 
surveys of all possible routes have to be made ; then 
comes a much more careful survey of the route finally 
decided on ; then troops of skilled lawj'crs and surveyors 
have to negotiate with all the public authorities and 
landowners who would be affected by the proposed 
line ; those who caimot be conciliated have to be fought 
before the tribunal. Parliamentary Committee or other, 
empowered to sanction the construction of the railway- 
The outlay is necessarily great — how great uo one knows, 
though a competent authority once estimated it at 
£4000 per mile, which for all the railways of the 
United Kingdom would mean a sum of £90000000 
sterliug. But the outlay is unavoidable and, which is 
more important, represents money sunk once for all 
and irrecoverable. If the line is never made ; if when 
made it fails to render public service by carrying trafljc, 
the money is as absolutely wasted as though it had 
been spent on prospecting for gold where no gold , 
existed. 

But we are not yet done with preliminary expenses. 
Land has to be bought and the owners to be paid, not 
only for the land actually requu-ed by the railway, but 
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also for the ii\jury done to the remainuig and adjacent 
land which is cut in half by the railway fences. Land 
and land-damage must have cost English railway com- 
panies even more than preliminary expenses. Once 
more the expenditure is unavoidable ; once more it is 
irrecoverable. 

For, having obtained the land, the first thing the 
railway does is to ruin it for use for any other purpose 
than a railway. A flat field has an embankment con- 
structed on it ; the slope of a hill has what James Watt 
called ^ a confounded gash ' cut through it ; what was 
a building site in a town is excavated many feet below 
or raised many feet above the level of the adjacent 
streets ^ And once more the expenditure on ruining 
the land for ordinary purposes is sunk for good and all 
and irrecoverabla If the railway that results from 
all this expenditure is not useful as a railway, it is 
useful for nothing else. It represents sheer waste of 
capital, a well sunk without finding water, a ship built 
and fitted that will not float. The embankments and 
cuttings, the tunnels and viaducts, the bridges and 
platforms, the culverts and ballast, all are fixed to the 
spot for ever. If the railway is a ^Etilure, they can 
neither serve any other purpose where they are, nor be 
taken up and employed elsewhere. Even the very 
buildings are of too special a nature to be adaptable to 
other uses. 

To sum up. The railroads of this country — ^the roads 

' In the case of a terminus this may not be necessary. 
It depends on whether the streets outside the terminus are 
or are not too imix>rtant for their levels to be sacrificed 
to the level of the railway. But in the case of a railway 
going through a town the statement in the text is broadly 
true. 
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only, not eouiiting movable property — represeut an 
immobilization of some £800 000 000 of capital '. The 
money has been found on the faith tliat traffic will be 
forthcoming in sufficient volume, and ready to pay for 
carriage sufficient rates, not only to cover actual trans- 
port costs of all kmds, but £32 000 000 — reckoning at 
4 per cent, which is certainly not high when risk is 
allowed for — of annual interest as well Notice, further, 
that the money has been found on the feith and for the 
use of traffic in general ; not for the use of goods 
specially, still less of any particular class of goods ; nor 
for the use of passengers or any class of them ; but fop 
the use of traffic of every class and kind. ITie propor- 
tion of the total capital invested in accommodation 
devoted exclusively to goods or minerals or passengers 
is relatively quite small. 

One thing more we may notice. The road has coat 
much to provide ; it coats comparatively little to main- 
tain. About £10000000 sterling per annum keeps in 
order £800 000 000 worth of railway, including stations 
and all other buildings. Evidently the pi-oportion of 
the total capital invested in buildings (which every-day 
experience shows to be costly to keep in repair) must 
be but trifling. 

A further point of fii-st-rate impoilanee must be noted 
here It is a commonplace nowadays to say that the 
profitableness of a business depends on the possibility 
of keeping the works fully occupied, the capital fully 
employed. In the nature of things a railway under- 
taking can only exceptionally do this. The point can 

' The railwayB of the world (total capital this figure, not 
mere road) represent eomething like seven timefi this etuD. 
See ArchivfUr Eisenbahjiwesen, May, 1903. 
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be best Uluatrated by a specific instance. The Weal 
Highland Railway has been recently constructed from 
Helensburgh on the Clyde to Fort William, a distance 
of about 100 miles, at a cost of something like £13000 
a mile. If the line was to be made at all, the ex- 
penditiire was necessary. Costly works were unavoid- 
able, deep valleys had to be crossed, mountain torrents 
to be spanned, granite rock to be cut through, before 
a practicable railway could be built. If passenger 
trains were to run at a reasonable speed, a Srst-class 
permanent way had to be laid, stations, platforms, and 
signals had to be provided. If goods were to be carried 
at all, sidings and aheds for their accommodation must 
perforce be constructed. The line, as it now exists, 
built up to what we may call this minimum standard, 
is probably capable of carrying over its whole length 
not leas than fifty iiilly loaded trains per diem. As 
a matter of fiict it cairies more like six or eight very 
lightly loaded trains. And the company who built the 
line can hardly have expected any greatly difTereut 
result. For the district cannot provide the traffic 
uecessary to fill the line to its full capacity. In other 
words, a railway must iu the nature of things allow for 
the feet that its capital will very often not be fully 
utilized. 

Take another recent instance of a very similar kind. 
The Great Central Company have opened another line 
about 100 miles in length, their extension to London. 
Per mile they have probably spent ten to twelve times 
what the West Highland line cost Again, the ex- 
penditure was necessary, if the line was to be made at 
all. Road, stations, a " 
to the standard < 



ons, and everything had to be made up fl 
: of the old-established companies, o^w 



RAILWAY CAPITAL 



^^^Hkffic could never have been obtained in competition 
^^^Hth them. And if an adequate and accessible London 
^^^terminuB could only be obtained at the coat of buying 
up and pulling down acree of houses, even so the ex- 
penditure had to be faced. To face the exiwnditure 
j was to run a serioua risk ; to refuse to face it was to 

doom the enterprise at the outset to permanent failure. 
And now the money has been spent and the line is 
there, ready equipped to deal with an immense volume 
of traffic of every kind. Naturally the traffic grows 
but slowly, and it is safe to say that, if the traffic over 
the London extension were quadrupled or quintupled, 
the company would need to deal with it only an 
expenditure on the road of new capital relatively 
trifling. 

Once again. Imagine that the traffic of the London 
extension increased to the point when the present two 
lines needed to be increased to four; imagine a develop- 
ment of the Highlands that compelled the West High- 
land to double its existing single line. Again, though a 
double line costs nothing like twice what a single line 
costs, there would be a great expenditure of new capital 
j But there would be no corresponding jump in the 

; traffic. The old capital would become at once less 

' remunerative as the net receipts would be spread over 

the old and the new capital alike. 
From this an important corollary follows. Capital, 
j as we have seen, may remain stationary, though the 

traffic and the receipts therefrom increase many fold. 
We may turn this another way, and say that the greater 
1 the traffic on a railway the less heavily the charge for 

I capital falls on the traffic over it Say that a railway 

1 costs £10000 per mile and earns £1000 per mile per 



16 RAILWAY CAPITAL 

annum \ Assume that the working expenses amount 
to 60 per cent, of the gross receipts. We have then 
left j£400 to pay interest on the capital at the rate of 
4 per cent. Now suppose the traffic to double. 
Even assuming the working expenses still to absorb 
60 per cent of the receipts — and as we shall pre- 
sttitly see the tendency is, other things being equal, for 
the percentage of expenses to fall as traffic increases — 
we shall have j£800 per mile available as net income. 
Of course the whole of this may be absorbed as in- 
creased remuneration of capital But in practice what 
is likely to occur is this : Half the capital is borrowed 
money, or preference shares bearing a fixed rate of 
interest So, if the traffic of the railway is mainly 
non-competitive, the j£800 will be divided, £200 for the 
£5000 of debentures and preferences at the old rate ; 
say £300 for dividends on the ordinary stock at the rate 
of 6 per cent ; while of the remaining £300 half will 
be put into improvements of the line which strictly 
might be charged against capital, and the other half 
will be given away to the public in the shape of re- 
ductions of rates and fares. If, on the other hand, the 
railway is either exposed to keen competition from 
existing lines which might take away the traffic, or 
liable to have new lines built to tap its territory, the 
probability is that the dividend will not be increased 
The new free revenue will either be given away at 
once in reduced rates or invested in improvements ; so 
not only making the shareholders' dividends more cer- 

^ This relation between capital and income represents 
average English conditions. Aii English railway is probably 
the only profitable industrial undertaking in the world 
which takes ten years to turn over its capital. 
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tain ill the present, but also giving tbe public, if not the 
hope of reduction, at least a guarantee against increase 
in charges in the future. 

We may even puah the point further and say, quite 
contrary to the common opinion, that the cheaper the line 
— speaking of normal practical fact and not of what is 
theoretically to be expected — the heavier will be the 
charge on traffic for the use of the capital employed in 
its construction. For instance, the Waterford and 
Tramore Railway haa cost iJlOOOO a mile. The North 
London has cost £330000, The former line devotes 
£52 out of every £100 of its gi'oss receipts to the 
remuneration of capital, and yet only pays 5 per cent, 
of ordinary dividend. The latter company only devotes 
to this purpose £42 out of every £100 it receives, 
and yet pays interest at the rate of 6j per cent, on 
a capital which, per mile, is thirty-three times as large. 

Tlie moral is obvious. We often hear it said that 
light railways ought to be constructed in poor agricul- 
tural districts, because, being cheaply built, and so 
having a small capital per mile on which to eani in- 
terest, they would be able to affiard to carry traffic at 
rates below those charged by the ordinary railways. 
The truth is : the fact that it is necessary to give 
artificial encouragement to the construction of such 
lines implies that there is little prospect of their carry- 
ing anything but a light traffic ; that therefore the 
capital charge, though absolutely light, will be relatively 
heavy, for it will need to be borne by only a few con- 
tributories. A great English line, costing £40 000 
per mile, but having 1 000 000 tons per annum to carry 
over each mile, may, if worked at 50 per cent of its 
gross receipts, earn a 6 or 7 per cent, dividend. 
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though each ton contributes to capital no more than 
a hal^nny per mile ; a great American line, costing 
£10000 a mile, but with the same volume of traffic 
worked at the same rate, needs only a profit of half a 
fiarthing per ton-mile to do the same; but a light 
railway, costing only £4000 per mile, but with only 
40 000 tons per mile, even if it also could keep down 
working expenses to 50 per cent of the gross receipts, 
which is hardly probable, would be obliged to charge 
very nearly twopence a mile in order to pay interest 
on its modest capital at the rate of 4 per cent \ 

Not much need be said about the £150 000 000 in- 
vested in rolling stock. We may note, however, that^ 
while the railway line must be practically complete 
before it begins to carry traffic and earn revenue, this 
is much less the case with engines and vehicles. A 
considerable stock, more indeed than is likely to be 
required, must be provided at the outset^ but additions 
can be made afterwards with no difficulty or extra 
expense ; whereas to widen a line or enlarge a station 
after the railway is open means not only enhanced 

* Two practical conclusions from the above may be noted 
here. If it is necessary for a light railway to be built 
independently, it ought to be permitted to charge rates and 
fares very much in excess of those which would be reason- 
able on main lines. Secondly, the -proper |>eople to build 
light lines are the main-lme companies with which the 
light lines connect, for they obtain from the construction 
of a new branch an accession of new traffic which, while 
contributing to the remuneration of the old main-line 
capital, does not as a rule imply any expenditure on that 
line of new capital for its accommodation. 

It will be noted that aU these calculations proceed, for 
simplicity's sake, on l^e assumpiion that the railway either 
carries no passenger traffic or carries it at a price exactly 
equal to the cost of carrying it. Neither assumption is 
likely to be true in actual pradioe. 
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expense but also to a considerable extent the gacrifice 
of capital already iuvested. Another diatint^tion is that, 
whereas the line is built for the use of the traffic as 
a whole, the cost of rolling stock can, to a considerable 
extent, be allocated to separate clasBes of traffic 
Rolling stock, moreover, not only needs much larger 
relative expenditm-e on maintenance, but alao needs 
entire replacement within comparatively few years. 
The maintenance and renewal of the rolling stock in 
this conntry coat in 1902 about jEII 500000, or 7-66 
per cent, of what we have estimated to be its capital 
coat. 

We may notice, however, that rolling stock must be 
provided to meet maximum current requirements. If 
those maximum requirements only exist for, say, one 
mouth out of the twelve, evidently the vehicle must 
can] iu that single month, amongst other things, the 
full charge for capital and maintenance for the entire 
year. In other words, the chai-ge for capital for rolling 
stock in that month will be exceedingly high. Hence, 
while it may pay a railway company to carry excur- 
fiioniBte at a farthing a mile for nine months of the 
year, when they make use of rolling stock that would 
otherwise Iw idle, the same company will naturally not 
encourage excursion traffic at such ratts in August, 
when it would mean building extra vehicles foi" their 
accommodation. 

Of capital expenditure on docks, steamboats, hotels, 
canals, and other midertakings outside the railway 
undertaking proper, nothing need be said in a book 
whose object is to consider the special chai-acteristicB 
of railways. 



CHAPTER III 

RAILWAY EXPENDITURE 

In ordinary domestic economy, the earning or at 
least obtaining an income naturally comes before the 
spending of it ; but with a railway this is not so. Just 
as an hotel from the day it opens its doors must light 
and warm its rooms and retain a staff of servants 
whether guests come or not; just as an ocean liner 
costs per voyage almost the same whether a hundred 
or a thousand passengers are on board; so with a 
railway. And indeed more so. For an hotel can be 
partly closed, a steamship company can run smaller 
and cheaper boats in the off-season ; the great bulk of 
the expenditure of a railway company has to go on 
whether the traffic to pay for it comes or not. Short 
of closing a line altogether, which of course means 
abandoning all hope of ever securing any return on the 
capital invested in the line, there is no way of securing 
that expenditure shall not exceed income \ 

An examination of the expenditure of English rail- 
ways will show clearly the extent to which expenditure is 

* The statement in the text only partially applies to old- 
established railway companies with a developed and fairly 
constant business. And even where their newly-oi>ened 
branches are spending more than the^ earn, the accounts 
do not show it. But it has been officially stated that, for 
instance, the West Highland Railway, now practically 
absorbed in the North British, is worked at a loss for 
some nine months in the year. The Eastern and Midlands 
Railway, now taken over by the Great Northern and 
Midland Companies jointly, used for years to show a loss 
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independent of income. The companies of the United 

Kingdom are reported to have spent in 1902 on working 

their railways in round figures j£64 500 000 K This sum in 

the statutory accounts of the several companies, and in 

the official returns founded on them and published by the 

Board of Trade, is divided among the following heads : 

£ 
Maintenance of way and works 
Locomotive ix)wer. 

Rei>airs and renewals of carriages and wagons 
Traffic expenses . 

General charges . « . . 

Rates and taxes .... 
Gk>vermnent duty . . . 

Compensation: 

To employees 

Personal injury to passengers 

Damage to or loss of goods 
Legal and Parliamentary expenses 
Miscellaneous 
Expenditure not allocated 



10 200 000 

18 700 000 

5 500 000 

20 200 000 

2 500 000 

4 200 000 

350 000 



140 000 
140 000 
480 000 
300 000 
1800000 
60000 



Total £64 570 000 



The above classification of expenses, which rests on 

on working in its accounts for the June half -year. The 
Gulden YaUey Railway was worked for some years by an 
independent campany. Though maintenance expenditure 
was cut down till the line was hardly safe, the outgoings 
always exceeded the receipts, and in the last year before 
the enterprise was abandoned, the ratio of expenditure to 
earnings was 146 i>er cent. It may be added— as illustrat- 
ing the point in the last chapter, that a railway useless as a 
niBway is valueless for any other purpose— that, after lying 
derelict for some years, the Gk>lden Valley line was sold to 
l^e Great Western for £10000, a sum which can hardly 
have equalled the cost of the land on which it was laid. 

* They spent another £3000000 on docks, canals, and 
steamboats, with which we have no concern here. 
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the authority of an Act of Parliament passed nearly 
forty years ago, follows no logical order, and is based 
on no logical system. We shall understand the 
accounts better if we re-classify them. ^ Rates and 
taxes' and ^Government duty' we may best strike 
out altogether. They represent not so much an actual 
expenditure as a deduction from incoma ^Compensa- 
tion ' ought to come in where it belongs. Compensation 
to an ii\jured plate-layer is properly part of the 
^Maintenance of way' expenditure; to an engine- 
driver is part of the ^ Locomotive power ' ; and 
so on. ' Parliamentary expenditure/ if incurred in 
the promotion of a new line, is properly part of 
the capital cost of that line ; if incurred in opposing 
a scheme believed to be contrary to the company's 
interest, is a general charge; in other words, is 
included in expenditure incurred not in any special 
department of work, but for the benefit of the 
undertaking as a whole* Similarly, legal expenses 
should go where they belong. Fighting a claim for 
compensation for damage to goods is a necessary part 
of the cost of carrying goods ; prosecuting for trespass 
on the line belongs to tiie expense of ' Maintenance of 
way ' ; as would also litigation with, or drawing a con- 
tract with, a builder for station repairs, and so forth. 
^ Miscellaneous ' and ^ not allocated ' we evidently cannot 
deal with, beyond saying that, so far as these items 
represent expenditure incurred for the benefit of the 
undertaking as a whole, they ought to come under 
' General charges ' ; if they represent expenditure 
incurred by or on. behalf of a particular department, 
they ought to appear under the heading of that 
department 
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There remaiii, then, to be dealt with the first five 
heads of the Board of Trade list And here one further 
correction must be made. ' Locomotive power ' is not 
a logical division. It includes two quite different 
things, 'Repairs and renewals of engines/ an item 
absolutely on all fours with 'Repairs and renewals of 
carriages and wagons ' : and secondly, the cost, both in 
wageTand in fuel and other suppli^ of woricing the 
engines along the railway. This latter is evidently 
a part of 'Traffic expenses.' The driver's wages are 
just as much a part of the cost of working a train as 
those of the guard; coal for the engine belongs to 
exactly the same class of expense as grease for the 
wagon wheels. Let us then divide up the J£18 000 000 
odd of 'Locomotive power' under the two heads, 
which the Board of l^^ade returns enable us to do 
with quite sufficient accuracy for present purposes, and 
we shall find that 'Repairs and renewals of engines' 
cost about £5 750000, while 'Working of engines' 
costs £13 000 000. 

We are now in a position to reconstruct our 
table. Omitting altogether the £4550000 of rates 
and taxes and Government duty, and allocating the 
other small items as well as we can where they really 
belong, our table will be as follows \ The reason 

^ It should be stated that the re-arrangement of our 
English figures made in the text is no i>ersonal suggestion 
of an individual writer ; it would practically bring iLagland 
into line with the remainder of the non-English railway 
world. The subject is dealt with m more detail in a pai>er 
on 'English Railway Accounts and Statistics,' read by me 
before the Royal Statistical Society, and published in the 
Society's Journal for December, 1902. 
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for the new order in which the items appear shaU be 
given directly. 

A. General charges .... 3000000 

B. Maintenance of way and works . 10 500000 



C. Maintenance of rolling stock: 

Carriages and wagons £6 600000 

Locomotiyes 5760000 



11 260 000 



D. Traffic expenses .... 86000000 

Total, say £59 760 000 






V 



CHAPTER IV 

RAILWAY EXPENDITURE (oontd.) 

GENERAL EXPENDITURE AND MAINTENANCE 

OP WAY 

In the last chapter we reduced all railway ex* 
penditure to four main heads — general, maintaining 
the fixed plant, maintaining the movable plant, doing 
the woi^. A good deal might indeed be said for 
putting the second and third heads together and group- 
ing expenditure into 

(1) Maintaining the organization ; 

(2) Maintaining the plant ; 

(3) Doing the work. 

But the quadruple division is not only commonly 
accepted, but also corresponds to the practical adminis- 
trative organization of railway undertakings in all 
countries, so it had better be adopted here. Whether 
we group the expenditure under three heads or four, 
the order as given above seems logical, as it repre- 
sents the natural progression from the general to the 
particular; first, the organization of an enterprise; 
secondly, the maintenance of the machinery required ; 
and lastly, the carrying into effect of the objects of the 
enterprise. 
We begin then with the 'general charges,' which in 



26 GENERAL EXPENDITURE 

the last chapter were defined as meaning 'expenditure 
incurred, not in any special department of woi^, but 
for the benefit of the undertaking as a whole.' The 
amount is £3 000 000 out of £60 000 000 ; 5 per cent, 
that is, of the total. The expenditure includes the 
fees and expenses of the directors; the salaries and 
expenses of the secretary, general manager, and other 
officers belonging to what may be called the head- 
quarters' staff, with their subordinates; the cost of 
auditing and accounting, law chains, management of 
property, insurance, so far as any of these things are 
not special to particular departments ; the conduct of 
correspondence with the shareholders and outside 
authorities, and the like\ 

It will be noticed that this class of expense has but 
slight and indirect connexion with the amount of 
business done and money earned by the railway, and 
will hardly decrease if business falls away and profits 
disappear entirely. The traffic of the North-Westem 
might increase 20 per cent, without adding one penny 
either to the directors' fees or the general manager's 
salary. On the other hand, if shareholders increased in 
number and took to demanding more detailed informa- 
tion ; if Parliament compelled the publication of 
statistics such as are compiled in all other countries; 



' As a matter of fact, in English accounts ^general 
charges' are made to include many things which ought 
not properly to be so included, and do not come under 
the demiition of the text at all; e.g. * Clearing-house 
expenses,' obviously a traffic charge; ^Fire insurance,' 
the bulk of which belongs to whatever department is 
responsible for the insured property. ^General charges' 
proper accoimt for much less than 5 per cent, of the total 
expenditure. 
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though traffic receipts and capital both remained 
stationary, the general charges would go up, though 
of course the mcreased expenditure would relatively 
to the whole working expenses be exceedingly trifling. 
We may notice another thing — ^the bigger the under- 
taking, the less relatively the burden of 'general 
charges.' Taking, for instance, two companies coming 
next to one another in the Board of Trade returns, 
we find the Lancashire and Yoikshire, with a total 
expenditure of nearly £3 500000, spending under 
this head less than £90000, or roughly 4 per cent, 
while the Lancashire and Derbyshire spends £6500 
out of £70000, nearly 9 per cent The Lancashire 
and Derbyshire cannot cut down this expenditure, 
though its ordinary shareholders have never yet 
seen one penny of return on their capital The 
Lancashire and Yorkshire has no need to increase it, 
though the company pays a steady 4 to 5 per cent 
dividend. 

To turn to expenditure of more serious moment 
' Maintenance of way and works ' costs £10 500 000 per 
annum, or in round figures £500 per mile of open line. 
The average of £500 is made up of widely discrepant 
figures. The Lancashire and Yorkshire, with (according 
to the Board of Trade statistics) 559 miles, spends 
£523000, or £930 per mile. The Midland Great- 
Western of Ireland, with 538 miles, spends £78000, 
or £145 per mile, say 15 per cent of the former sum. 
If we take small homogeneous railways, instead of 
large companies maintaining many different lines of 
widely varying character, we shall find much more 
startling discrepancies. At one end of the scale we 
have the North London, spending close on £3000 
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per annum on each of its twelve miles ; at the other 
the Waterford and Tramore, which maintains its entire 
seven miles for no more than £596, or say £85 per 
mile. 

It is perhaps as well, before going further, to notice 
that * a mile of line ' is a most deceptive figure. The 
£523 000 spent by the Lancashire and Yorkshire really 
maintains not 559 but 2049 miles of track — ^to use the 
convenient and self-explanatory American term which 
has no English equivalent ; viz. running line, 25 miles 
single, 455i double, 78 1 quadruple, or 1250 miles in 
all, and 799 miles of sidings. On the other hand, the 
nominal 538 miles of the Midland Great-Western 
correspond to an actual mileage of 799 miles, made up 
of running line 377 miles single and 161 double, and 
80 miles of sidings \ In other words, per mile of track 
the Lancashire and Yorkshire spends not £930 but 
£260 ; the Midland Great-Western not £145 but £100. 
The ratio of the one to the other, instead of being as 
15 to 100, is therefore about 36 to 100. Even excluding 
siding mileage, the change in the figures as published 
by the use of 'runnmg track' instead of 'open Une' 
mileage is sufficiently noticeable. The North London 
twelve miles become thirty-four miles ; the seven of 
the Waterford and Tramore still remain seven. While 
the expenditure per mile of the latter company remains 
at £85 per mile, that of the former comes down to 
£1037. 

The comparison between the North London, a Metro- 

' From information privately supplied. No English 
railway publishes figures of siding mileage. [Since this 
was written, the Board of Trade Returns for 1903 have 
for the first time given the figures of siding mileage.] 
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politaii railway crowded not only witli pasaeagei-s but 
with goods, and tlie Waterford and Tramore, built for 
the pleasure traffic between a third-claes provincial 
town and an adjacent aea-side village, is hardly likely 
to yield results of much practical value, and need not 
be pushed further. But the Lancashire and Yorkshire 
aud the Midland Great-Western may fairly be taken as 
typical, the one of i-ailways iu busy and thickly popu- 
lated districts, the other of a purely agricultural line. 
So let us compare their expenditure on maintenance in 
somewhat more detail. Probably the fairest basis of 
comparison is aometliiug betweeu the two methods that 
have been adopted above. Actual length of track to 
be maintained must be taken notice of. Ou the other 
hand, sidings do not cost as much as running tine. 
Perhaps, though the cost of maintenance of different 
clasBes of sidings must vary greatly, we should not go 
very far wrong if we regarded three miles of siding as 
equal to one mile of running line. On this basis the 



miles ; the Midland Great- Western maintains 699 x -5- = 

726 miles. Let us call these assimicd miles for con- 
venience hereafter 'unit miles.' Per unit mile, then, 
the Lancashire and Yorkshire spends each year on 
niaintenance £345 ; the Midland Great- Western £108. 
In round figure, that is, a line with very heavy traffic 
where labour is dear costs a little more than three 
times as much per mile to maintain as a line with 
light traffic in a district where labour is exceedingly 



I ujijiib nail. 

E: 



lut when we come to take into account the traffic 



30 GENERAL EXPENDITURE 

carried over the line, the comparison is changed en- 
tirely. Beckoning by mere numbers of passengers and 
tons of goods carried, we find that the Lancashire and 
Yorkshire carried forty times as many passengers, 
200 times as many tons of coal, and fourteen times as 
many tons of general merchandise as the Midland 
Great-Western. But we cannot compare on this basis, 
for in Ireland the traffic was certainly carried on the 
average longer distances (required, that is, the main- 
tenance of more miles of line) than in Lancashire. 
But what the ratio between the average distance in 
the two countries is we have no means of knowing ; 
SO we must compare on another, though less satisfiBi.ctory 
basis. Each unit mile of the Lancashire and Yorkshire 
earned in the year £3640 ; of the Midland Great- 
Western £810. The rich company, that is, spent three 
times as much per mile, but earned four and a half 
times as much. Of course eammgs, which represent 
the product of traffic carried multiplied by rates 
charged, are not the same thing as work dona But 
in this case we can confidently guess— and it is not 
often that, with EngUsh railway statistics as they are, 
one even gets as fie^r as confident guesses — ^that, if 
a unit mile of the Lancashire and Yoi^shire earned 
four and a half times as much as a unit mile of the 
Midland Great-Western, it carried at the very least 
four and a half times as much traffia For we know 
that the English line ran seven times as many train 
miles (18 100 000 against 2 600 000), and we can hardly 
think that a train is often less heavily loaded in 
Lancashire than in Connemara. We can feel reason- 
ably certain, moreover, that average fisires and rates 
were lower in England, with its immense coal traffic 



^^End • 
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id its highly developed system of cheap passenger 
(workmen's tickets, season tickets, excursion 
tickets, &&), than in Ireland, where the bulk of the 
traiiic is at normal fares. On the whole we shall 
probably not err in saying that the traffic density in 
the former case is six times that in the latter. In other 
words, cost of maintenance on the heavy line is three 
times as great, but traffic density is six times as gi-eat, 
therefore cost of maintenance per unit of traffic is only 
one-half '■ 

Fortunately we can confirm our English conjectures 
by the precise figures published by the railways of the 
United States. The Pennsylvania Railroad Division, 
the nucleus of the great Pennsylvania Railroad Com- 
pany's system, with probably the heaviest traffic in the 
■world, cost in 1900 i'800 per mile of open line to main- 
tain. The traffic density was 5 250000 traffic miles 
per mile of line. That is, cost of mauitenance per mile 
chargeable against each traffic unit passing over that 
mile was -OSHd. The Southern Pacific, with only two 
flrst-claee towns (San Francisco and New Orleans) on 
all its 7500 miles of line, spent no more than £218 per 
mile, little more than one-fourth ; but the traffic 
'density was no more than 750000, or one-seventh. 

The unit of traffic is one ton of goods, or one passenger 
carried one mile; or, shortly, the ton mile and the passenger 
mile. For many pm-^oaes.at least under English conditions, 
one may treat ton miles and passenger miles as equivalent 
and add them together to produce traffic milen. Traffic 
density is the number of ti-ailic miles over each mile of 
line per annum. The figure is the quotient of the total 
traffic miles run on tie railway, divided by the length in 
miles of the railway. These figm'es, practically universal 
in other countries, are never publishetf and only exception- 
ally calculated out in England. 
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Consequently^ the coet of maintenance chargeable 
against each traffic unit was 075^ — practically double 
the Pennsylvania cost \ 

So we come to the conclusion that the same thing is 
true with reference to cost of maintenance which we 
have already seen to be true in regard to charge for 
the remuneration of capital ; cost increases absolutely 
as traffic increases, but increases at a much slower ratio. 
In other words, the charge per unit of traffic decreases. 
Once more, so far as maintenance expenditure is con- 
cerned, it is the lines which spend most which can 
affi)rd to carry traffic cheapest 

Now let us turn to another point What is the 
cause of the expenditure? How is the increase of ex- 
penditure, which we have seen is incurred as traffic 
increases, due to increased wear and tear, and how &r 
is it merely the result of exposing a larger and more 
costly plant to wind and weather? The English 
accounts hardly give sufficient detail to enable us to 
answer this questioa Here is a specimen taken from 

^ The American figures in the text are given per mile 
of open line, not per unit mile. Per unit xmle tiiey would 
be roughly as follows : — 

Pennsylvania Southern 
Railroad Division. Pacific. 

Unit mileage . 3264 8100 

Cost of maintenance . 96 834 000 $8261000 

Cost of maintenance per 
unit mile . . £4t20 ^204 

Traffic density per unit 
mile . . . 2 500000 600000 

Cost of maint^iance per 
traffic unit •04d. •OSd. 
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the Midland Railway accounts — ^half-yearly, be it noted, 
not annual : — 



Maintenance of Way, Works, etc. 



Salaries, office expenses, and 

general superintendence 
Maintenance and renewal of 
permanent way : — 
Wages .... 
Materials .... 
Engine power . 



£ B. d. 



8. d. 



22834 9 8 



159927 
92692 9 3 
10507 2 6 



263126 11 8 



Repairs of roads, bridges, sig- 
nals and works 96637 14 5 

Repairs of stations and build- 
ings 100645 10 6 



Miles maintained : — |^ . ^h. 

Six lines . 7 38 

Five lines 14 73 

Four lines . 186 00 

Three lines . 13 56 

Double line . 900 5 

Single line 391 63 

Total 1513 75 



483244 6 2 



Maintenance of canals • 



1364 8 6 
£484608 14 8 



Of the three main heads of expenditure we may safely 
say that repair of buildings is mainly due to wind and 
weather; that repair of bridges ^ culverts, viaducts, 
tunnels, and the like — except so far as heavier traffic 

' Roads in the above list mean ordinary carriage roads, 
either public roads where they cross the railway on bridges, 
which the company is required by law to maintain, or 
private roads in station yards. The item cannot be of much 
importance. 
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may necessitate the replacement of light girders by 
stronger ones — ^is also mainly due to the same caused 
'Maintenance and renewal of permanent way/ more 
than half the whole expenditure, is more difficult to 
apportion. Rails undoubtedly wear out rather than rust 
out ; sleepers rot rather than wear. The constant jar 
of passing trains is responsible for the tightening up of 
joints, and the repacking of ballast, which forms a large 
portion of the platelayer's daily task. On the other 
hand, the ballast itself is washed away or rendered unfit 
for its purpose by weather. The mamtenance of fences, 
the cleaning of ditches and the like, have nothing to do 
with the amount of traffic over the line. 

If we turn to the figures for the Pennsylvania Rail- 
road Division referred to above, we find our 'Mainten- 
ance and renewal of permanent way' split into nine 
items. The repair of the roadway is distinguished from 
repair of the track ; the cost of new rails, sleepers, 
ballast, &c., is given separately. 

Broadly, it appears that out of an expenditure of 
$4 700000 one-third is attributable to weather, two- 
thirds to wear. If *we applied this proportion to the 
Midland figures we should then- have under ' Mainten- 
ance and renewal of permanent way ' about £180 000 
attributable to wear, £80 000 attributable to weather. 
Adding in then the expenditure under the other two 
heads, we should have £280 000 for weather as against 
only £180 000 for wear. That is, about three-fifths of 

* 'Repairs,' of course, include replacement of obsolete 
buildings and works. They also include additions not 
charged to capital, a percentage of the whole that must 
vary very widely on d^erent lines. But in any case it is 
clear that betterments are even less due to wear and tear 
than are repairs proper. 
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the maintenance-of-way expenditure ia indei>eii(lent of 
tlie traffic passing over the Une ; in other words, is 
ouly indirectly and remotely affected by an increase 
of traffic. 

We shall recur to this point more at length here- 
after. Meanwhile we may notice this, that a railway 
manager, calculating whether additional traffic — offei-ed 
to him presumably at an unusually low rate — will pay 
him or not, is entitled, in estimating the probable extra 
expense which the additional traffic will cause, to leave 
out of account more than half of his permanent-way 
expenditure as being unaffected by the volume of 
traffic. 

One other point we may notice in conclusion. With 
the exception that a portion of the expenditure on 
stations and buildings can be allocated to passengers 
and goods respectively, the whole of this expenditure 
is incurred not for any separate class of traffic, still lees 
for any of the separate components of that class, but 
for the traffic of the line as a whole. If passengers 
ceased entirely to travel for a twelvemonth, the ex- 
penditure could not be greatly reduced, tliough of 
course it might be jrostponed to a more conveiuent 
season. If the goods ceased entirely, and the passengers 
were left in sole possession of the line, the possible 
reduction in expenditm-e would be even smaller. Evi- 
dently, in tlie cases supposed, the goods rates or the 
passenger fares, as the case might be, would have to 
find the whole of the money to maintain tlie line. 
Otherwise it would be closed. 

In practical feet, of course, botli classes of traffic go 
on alongside. But it may well be that in certain 
countries, or at least on certain railways, the whole 
c2 
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maintenance expense is charged upon one class of 
traffic only. In a poor country of great distances like 
Russia £Eires must be very low, or very few passengers 
could afford to travel at alL In a small rich country 
like Holland, passengers can and will pay relatively 
high rates per mile; while, in competition with the 
canals which seam the country in every direction, goods 
traffic in any voluiyie can only be attracted by very low 
rates. And to the railway manager, provided his road 
is maintained somehow, it matters not whether it be at 
the expense of passengers or goods. 



CHAPTER V 

RAILWAY EXPENDITURE (contd.) 

ROLLING STOCK AND TRAFFIC 

Not much need be said as to the expenditure on 
mamtenance and repair of rollmg stock. We saw 
above ^ that the total value of all the rolling stock 
in the country — engines, carriages and wagons— was 
probably something like £150000000 ; in other words, 
it represented about 15 per cent of the total capital. 
We saw also^ that the cost of repairs and renewals 
was nearly £11 500 000 per annum ; or 7*66 per cent 
of its value, 19 per cent of the total expenditure, and 
Hi per cent of the total traffic receipts of the rail- 
ways. It will be useful both to check and to amplify 
this rough estimate by using the somewhat more de- 
tailed figures of one particular company. The Midland 
Railway accounts for the year ending June, 1903, show 
as follows : total capital (excluding nominal additions), 
£107 000 000, out of which rolling stock is set down for 
£17 000 000, nearly 16 per cent On maintenance and 
renewals of rolling stock there was spent in the year 
£1 264 000 ; that is, over 7 per cent of the capital 
value. This expenditure equalled over 10 per cent 
of the gross receipts, over 17 per cent of the total 
expenditure. Dividing the £1 264 000 spent under the 
three main heads, we find that repairs and renewals 
of engines cost £720 000, say 57 per cent of the total 
* See p. 11. "See p. 19. 
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spent on rolling stock ; those of carriages, £210 000, 
or 17 per cent ; wagons, £534000, or 26 per cent 

The fact that the Midland spends each half year 
some 25 per cent more in maintaining rolling stock 
worth only £17000000 than it does on maintaining 
lines and works that have cost £80 000 000 strikes us at 
the outset The difference in rate clearly implies more 
than a difference in the character of the property main- 
tained. No doubt vehicles wear out faster than banks 
or bridges, or even stations, but scarcely seven times 
as fast Clearly much of the expenditure on rolling 
stock is caused not by patching up old engines and 
carriages, but by replacing them by new ones. And 
this replacement is necessary because the stock, though 
perfectly sound and roadworthy, is out of date and no 
longer adapted to modem requirements. 

The distinction is of some importance, for this reason. 
So fsLT as the expenditure on rolling stock is caused 
by wear and tear, evidently it wiU increase with each 
additional mile the stock travels. But an engine or 
carriage will grow antiquated just as soon if it remains 
in a shed as if it is constantly on the line. The moral, 
of course, for the practical railway manager is to get all 
the mileage he can out of his rolling stock, so that the 
time when it is worn out may arrive at least as soon as 
the time when it is out of date. For the student the moral 
is, that so far as rolling-stock expenditure represents 
replacement of material, obsolete though not worn out, 
so far it is independent of work done. In other words, 
rolling stock which would otherwise be unemployed can 
be profitably employed in carrying traffic if— other things 
being provided for— the receipts cover the expenditure 
for maintenance proper though not for replacement 
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There is another poiut Weai- aiid tear ia the result 
movement. An engine, a carriage, or a wagou 
leteriorateB practically equally as fast whether it runa 
light or fully loaded Therefore, if the stock has to 
run at all, it makes no dificrcnce how lightly it is 
loaded. Evidently under this head lines with heavy 
traffic have once more an advantage over lines in poor 
districts. Evidently also, in calculating how low he 
can afford to i-educe his rates in order to attract traffic 
that otherwise would not come at all, ttie practical 
railway manager can afford to leave altogether out of 
account the cost of rolling-stock repairs, so far at least 
as stock actually used on existing trains ia concerned. 

Of the total sum spent a good deal more than half 
is spent on the engines. Now engines are nominally 
divided into goods and passenger classes, but they are 
in practice very largely interchangeable. Coal engines 
may not haul fast expresses, nor express passenger 
engines coal trains ; but each of them will eke out 
their own proper work with the haulage of the large 
intermediate class of fast goods and slow passenger 
trains. Further, a large part of the expense of the 
repair shops, the machinery and standing charges, is 
incurred for all classes of engines alike. So, taking 
engine repairs in the lump, we may say that a con- 
siderable portion of them is incurred on behalf of the 
traffic as a whole, and cannot be separately allocated to 
goods and passengers. 

With carriage repairs and renewals 2'89 per cent of 
the total working expenses, and wagon repairs and 
renewals 4.-42 jier cent, we at length and for the fii-st 
time reach a heading of expenditure, absolutely though 

it relatively considerable, which we can allocate to 
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one portion of the traffic only. But even here we 
cannot go beyond the broad division into passengers 
and goods \ A first-class vehicle carries traffic of very 
different kind when in the morning it conveys a season- 
ticket holder paying at the rate of perhaps id., and in 
the afternoon the season-ticket holder's wife at the 
ordinary &re of l^d. to 2d. per mile. So, too, a goods 
truck may carry one day shipping traffic at a minimum 
rate, and the next miscellaneous ' smalls ' at a rate per 
ton many times as high. 

So far, then, we have analysed an expenditure of 
£25000000 (3 + lOi + lliX and found that roughly 
three-quarters of it is incurred on behalf of the traffic 
as a whole, and only one-fourth can be allocated even 
to the extent of dividing passengers from goods, and 
that this quarter itself is not practically susceptible of 
any further or more detailed allocation. 

There remains to be dealt with the expenditure of 
£35 000 000, 58 per cent of the total This is the sum 
actually spent in doing the work, for which all the 
expenditure hitherto dealt with has been only a neces- 
sary preliminary. The sum is made up, as explained 
earlier^, of what are called in England traffic ex- 
penses,' £22 000 000, and * locomotive running expenses,' 
£13 000 000. Clearly, we must combine them if we wish 
to arrive at the real cost of what the Americans con- 
veniently call 'conducting transportation.' 

Let us first check our general figure by instances of 
particular companies. Taking two of different types, 

^ Fish trucks, carriage trucks, milk vans and the like, are 
as a matter of actual practice included not under wagon but 
under carriage repairs, because though they do not carry 
passengers they run on passenger trains, and their earnings 
are included in passenger receipts. ^ See p. 24. 
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as the one is mainly a goods, the other mainly a pas- 
senger railway, we find that the Midland spent, out of 
a gross outlay of £l 109 000 — on * traffic expenses,' 
£2 614000; on 'locomotive running,' £1610000; to- 
gether, £4b 224 000, or 59 per cent The London and 
South- Western, out of a gross 'railway' outlay of 
£2 809 000, spent £828 000 and £621 000 respectively ; 
together, £1449 000, or 52 per cent\ 

English accounts are unfortunately useless for the 
purpose of showing how this money really goes. 
Practically we only get three heads of importance — 
locomotive wages, locomotive coal, wages of the traffic 
staff in one block — and then half a dozen petty items of 
no importance either for their amount or their com- 
position. Here is the portion of the last South-Westem 
account bearing upon the question : — 

ABSTRACT B. Locomotive Power. 



Salaries, office expenses, and 


£ 8. 


d. 


£ 


8. 


d. 


general superintendence . 


• 


• 


4658 


10 


8 


Running Expenses— 












Wages connected with the 












working of locomotive en- 
gines .... 


125861 17 











Coal and coke . 


152421 14 


8 








Water .... 


8898 1 


11 








Oil, tallow, and other stores 
Repairs and Renewals^ 


11198 17 


5 


298380 


11 





Wages .... 


48068 7 


1 








Materials 


38079 9 


11 


86147 


17 







£389186 


18 


8 



^ Traffic expenses are naturally low on a passenger line, 
for passengers load and unload themselves. Moreover, the 
South-Westem goods traffic is largely through Southampton, 
and the expense of dealing with it there is included in the 
separate dock accounts. 
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ABSTRACT D. Traffic Expenses. 

£ B. d. 

Salaries and wages, &c. . . . 317540 8 11 

Fuel, lighting, water, and general stores . 50750 15 

aothing . . . . . 10166 16 5 
Printing, advertising, stationery, postage 

and tickets . . . . . 20844 12 9 

Horses, harness, provender, &c., for shunting 2347 15 10 

Wagon covers, ropes, &c. . . . 4717 12 4 

Miscellaneous expenses . . 4778 16 7 



£411146 17 10 



Outside the British Isles, aud free from the fetters of 
a statutory form of accounts, fixed forty years ago and 
practically unchanged since, English railway-men have 
expanded and improved the rudimentary forms to 
which they were accustomed at home, till it has really 
become possible to extract information from them. 
Here is what our English Abstracts B. and D. have 
grown to in Argentina, as shown by the report for the 
year ending June, 1903, of the Buenos Ayres Western 
Railway Company, Limited : — 

ABSTRACT E. 

Locomotives :— Running Expenses. 

Superintendence — £ s. d. £ s. d. 

Salaries . . . 2254 5 



Materials . . . 635 5 3 



2889 5 8 



Drivers and firemen — 
Salaries and wages . . 28743 6 5 

Premiums . . . 742 10 2 



29 485 16 7 

Carried foi-wara . . . i:32 375 2 3 
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Brought forward 

Locomotiye deposit — 
Salaries and wages « 

Fuel- 
Coal « 

Petroleum . . 

Firewood 

Salaries and wages— inspec- 
tors and coalers 
Implements and equipments 
maintenance 

Water — 

Pumping — 
Salaries and wages 
Water rates 
Materials and horse-keep . 

Pumps, windmills and ac- 
cessories — ^Maintenance — 
Salaries and wages 
Materials . 

Oil for lubrication 

Grease for lubrication . 

Waste .... 

Anti-incrustante powder 

Materials of general consump- 
tion .... 

Tools and equipment— main- 
tenance 

Uniforms 

Expenses and allowances to 
drivers and firemen 



£ 8. d. £ 8. d. 
. 32375 2 3 



6 520 12 3 



71360 4 4 

136 5 5 

315 2 11 

2 578 9 9 

172 2 6 



6 520 12 3 



74 562 4 11 



1428 7 4 

100 7 11 

1115 11 9 



323 5 5 

388 14 



3 356 6 5 

. 1613 9 5 

497 12 3 

791 8 5 

. 1046 7 11 


970 


3 





. 1037 12 
431 8 


2 

9 


. 4073 


2 


8 



Equal to 1078 per cent. £127274 10 6 
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ABSTRACT F. 
Vehicles :— Running Expenses. 



Superintendenoe — 
Salaries 

Materials . 

Wages of revisers and greasers 
Oil for lubrication 
Grease for lubrication . 
Materialof general consumption 

Implements and equipment 

maintenance 
General expenses 



£ 8. d. 

116 17 4 
29 5 4 



Equal to 0-37 i)er cent 



£ 8. d. 

146 2 8 

2338 5 7 

627 2 1 

962 15 2 

258 9 11 

75 17 2 

19 8 

£4310 2 3 



£ 8. d. 
8 510 16 4 

22 11 
1537 7 4 
1415 12 6 



ABSTRACT G. Traffic Expenses. 

Superintendence — 
Salaries 

Materials, cleaning and light- 
ing .... 

Time tables and advertising 

Gfeneral expenses 

Stations — 
Salaries and wages — 
Station masters and clerks 32 942 3 

Telegraph operators and 
messengers 

Signalmen and pointsmen 

Shimters and couplers 

Capataces and Peons 

Materials — 
Books,f orms andstationery 

lightingstatioDsandsignals 

Furniture and general 
equipment 

Uniforms • 

Gteneral expenses . 

Carried f orwai-d . 



8. d. 



11486 17 1 



8260 


11 


8 






2386 


15 









5 813 


3 


9 






35 663 


5 


8 






4629 15 


11 






1778 


4 


10 






1686 


2 


8 






603 17 


5 






2894 15 


5 


96 658 15 


11 


• 




^108144 13 
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£ s. d. £ 8. d. 

Brought forward . . . 108 144 13 

Electric light, Once and Ca- 

baJlito — 
Salaries and wages . . 1048 9 11 

Materials . 1092 17 



2141 6 11 



Wagon sheets and chains — 
Maintenance — 
Salaries and wages . 349 8 6 

Materials . . . 3799 7 7 

Level Crossings — 
Watchmen . . . 4 961 16 1 

Materials, cleaning and light- 
ing . . . . 187 19 8 



4148 16 1 



5149 14 9 



Trains — 
Inspectors, guards and 
brakesmen — 
Salaries and wages. . 8 656 12 8 

Uniforms . . . 694 17 2 

General equipment— main- 
tenance . . 470 19 9 
General expenses and allow- 
ances to train staff, &c.. 4 020 12 jigg^o ^ 7 

Gkis for lighting coaches— 
Salaries and wages . . 636 19 6 

Materials . . . 798 6 5 



1435 6 11 



Cleaning coaches- 
Sleeping coaches— wages of 

attendants . 
Cleaners' wages 
Laundry expenses 
Equipment — ^maintenance 
Materials and sundries 



427 8 6 
2168 9 9 
216 4 4 
• • • 
194 5 



3006 3 



Equal to 11*68 per cent. X137869 1 3 
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Here^ though the influence of the traditional English 
forms has militated against simple and logical arrange- 
ment, and though Argentine and English local con- 
ditions are widely different, we get some idea of the 
relative expenditure for different classes of service. 
Roughly we may group expenditure somewhat as 
follows : — 

Locomotives, 

Other train expenses. 

Stations and yards. 

Watching and signalling on open line. 

It will be noticed that in all this detail only three 
very minor heads, affecting an expenditure of some 
^9000 or £10 000 out of nearly £270 000, can be said 
to belong definitely either to passengers or to goods. 

More practically convenient is the American group- 
ing. The subjoined statement comes from a railway 
more nearly comparable with English lines than per- 
haps any other — ^the New York, New Haven and 
Hartford — which serves the oldest and most thickly 
populated part of the country, and derives half its 
income from passenger traffic. 



Conducting Transportation. 

Superintendence . 

Engine and roundhouse men 

Fuel for locomotiy es 

Water supply for locomotives . 

Oil, tallow, and waste for locomotives 

Other supplies for locomotiyes . 

Tram service 

Oanied f orwxad 



347 584.74 

2403195-02 

3 564730.01 

191 517. 52 

107630-28 

45061-51 

2355 263-88 

99 014 982*96 
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Brought forward 
Train supplies and expenses 
Switchmen, fagmen, and watchmen 
Telegraph and telephone expenses 
Station service 
Station supplies . 
Car mileage, balance 
Loss and damage . 
Injuries to persons 
Clearing wrecks , 
Operating marine equipment 
Advertising 
Outside agencies . 

Rents of tracks, yards, and terminals 
Rents of buildings and other property 
Stationery and printing . 
Other expenses, conducting transportation 

Total ...» 



9 014 982*96 
542713.79 
1762225.79 
351669-18 
4132796*90 
302432-32 
772393.26 
122711.31 
253972-74 

29022.26 
582 576.13 

63425.13 

20 669.15 
365176-61 

42322.76 
169842.89 
298 302*29 

$18827235.47 



Out of nearly $19000000, we may say that loco- 
motive expenses amounted to $6 300 000 ; other train 
expenses to $2 900 000 ; station and yard expenses to 
$4 400 000 ; open line expenses to S2 100 000. Once 
more it will be noticed that only two items of quite 
trifling importance, ' loss and damage ' and ' i]\juries to 
persons/ have any specific reference to passenger or 
goods traffic respectively. The remaining 98 per cent 
of the expenditure appears to be common to both. 

The point must not be pushed too £ar. No doubt 
a much larger portion of the expenditure could be 
apportioned. A driver drives either a passenger or 
a goods train, and his wages might be apportioned 
accordingly ; though if, for instance, he is paid on the 
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basis of a sixty hours' week, out of which he is eighteen 
hours on passenger work, twenty-five hours on goods 
work, and the rest of the time idle, the apportionment 
must be estimate, not fact The same thing applies to 
other train staff. Station staff in large stations is 
assigned exclusively to goods or to passengers, as the 
case may be. But at country stations a station master 
or porter spends his employed time partly on goods, 
partly on passenger work, and during the residue of the 
time, while he is waiting for work to come, his wages 
cannot &irly be debited against either department The 
expense of signalmen and watchmen evidently belongs 
to the traffic as a whole. We may take it, then, that of 
the expenses of conducting transportation a considerable 
part is non-apportionable ; the rest might be apportioned, 
but in fact is not, even where accounts much more 
detailed than our English accounts are published. 

The &ct is surely not without significance. The 
accounts of the Buenos Ayres Western have been 
elaborated from the rudimentary English forms with 
the express object of enabling directors and share- 
holders at home to exercise some supervision over the 
spending of their money in Argentina. The form of 
American accounts is the result of long discussion 
between trained economists and statisticians repre- 
senting the Federal Government and a committee of 
the most expert accountants of the great railway 
companies. Surely then we are entitled to conclude 
that if apportionment of expenses had been easy, it 
would have been made ; even if it had been possible, 
though difficult, it would have been done, had there 
been any great advantage to be gained by the process. 

We have seen why an apportionment is difficult It 
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would imply an examination and dissection of the time- 
sheets of every engine and of the bulk of the engme, 
train, and station staff; the same process would have 
to be gone through with supplies, and even at the end 
a large part, both of wages and supplies, would be left 
over which could only be apportioned on the basis of 
an arbitrary estimate. And when done, where would be 
the advantage ? Engines and staff have been provided 
because there was a prospect of their being profitably 
employed, because a certain minimum of stock and staff 
was necessary to keep the organization going, ready to 
deal with traffic as it comes ; what matters it if in 
August the bulk of a porter's time is devoted to hand- 
ling passengers and their luggage, in November to 
handling goods? 

Once more, the traffic expenses of a full train are 
little more than those of an empty train ; the expenses 
of a busy station are much less proportionately than 
those of a small station ; the expenses of watching and 
signalling are practically constant Once more we see 
the advantage which the crowded line has over the line 
with light traffic. Once more we see that the manager 
can afford, in estimating the minimum rate at which 
it will pay him to attract new traffic, to leave out of 
account the bulk of the traffic expenses, as the new 
traffic will not very greatly increase them. 

As the result, then, of our inquiry into railway 
expenditure the same conclusions seem naturally to 
emerge as we reached in the case of railway capital 

1. The bulk of the expenditure is incurred on behalf 
of the traffic as a whole ; only a small portion can be 
even allocated so &r as to say that it belongs wholly to 
passenger or wholly to goods ; only the merest fraction 

D 
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can be assigned to particular groups of passengers or 
classes of goods ; for individual passengers or single 
consignments of goods practically no expense is incurred 
at alL 

2. Expenses increase as traffic increases, but by no 
means in direct proportion. Certain expenses — ^for 
instance, maintenance of works — hardly increase at all ; 
others— for instance, terminal handling of goods at big 
stations, where the staff can be normally kept folly em- 
ployed — ^increase almost as fast as the traffic ; the bulk 
of the expense is intermediate between these two ex- 
tremes. On the whole, a common and probably roughly 
accurate estimate is to say that half the total expense is 
fixed ; half varies with the traffia That is to say, if it 
costs X to deal with 1 000 000 units of traffic, 5 000 000 
unitswillcost,not5a7,but Ja7+(4a? + 5)=3a?. Therefore, 
the heavier the traffic, the lower (profits remainmg 
equal) need be the rate. 

Turning this proposition round, we have a converse 
proposition, equally true and equally fundamental — ^the 
lower the rate the heavier will be the traffic. This 
leads us naturally to the question which we have next 
to consider, how a railway earns its income. 



CHAPTEB VI 

RAILWAY INCOME 
SOME IMPRACTICABLE METHODS OF CHARGING 

The foregoing chapters have dealt with the nature of 
railway undertakings from the point of view both of 
capital and of revenue expenditure. We have seen that 
the distinguishing features are, qua capital, its magni- 
tude and its irrecoverable nature ; qv£i, both capital 
and current expenses, the fact that the money is spent 
for the establishment and maintenance of the under- 
taking as a whole, and has but slight connexion with 
special categories and individual items of traffic. 

Once we have grasped these fundamental facts, we 
can promptly get rid of not a few popular fallacies as 
to the equitable basis of railway rates. Volumes have 
been wiitten to show that railway rates ought to be 
based on cost of carriage. For two generations Parlia- 
mentary Committees and Royal Commissions have been 
implored to compel English railways to charge on this 
basis. Whether it is desirable that railway rates should 
be so based is a question to which we shall need to 
recur at a later stage. It is simpler to say at this point 
that such a basis is impossible, as no one knows, or can 
know, what the cost of carriage is. To begm with, the 
phrase itself is ambiguous. Cost of carriage of a par- 
ticular item may mean the additional cost of carrying 

d2 
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that item ; this is normally so small as to be negligible. 
It may mean the additional cost pl/us a fiedr share of 
the standing costs of the undertaking. The plus figare 
is nothing more positive than an arbitrarily estimated 
proportion of a sum that can only be ascertained very 
roughly, even by a trained railway statistician with 
access to all the accounts and returns he chooses to call 
for. Accountants, if required to go into detail, would 
differ considerably as to what standing costs were 
affected by a new item of traffic ; in other words, to 
which of the innumerable heads of standing cost the 
new item ought to be called on to contribute its pro- 
portion. Assume it decided that the item in question 
ought to contribute something to a particular category 
of costs, what then is its equitable proportion? The 
question is no longer one for an accountant: it in- 
Yolves social, economical, and political considerations ; 
and each sociologist, economist, and politician would 
answer it differently. Clearly, there is here to be found 
no positive objective basis for a system of railway rates. 
As we shall see presently, all these considerations have 
to be and are taken into account in fixing railway 
charges. At this point we are only concerned to note 
that, the nature of railway business being what it is, 
rate fixing cannot be an exact science ; to claim that 
rates shall automatically be fixed on the basis of cost 
of carriage is to claim what is impossible. 

A further practical point may also be noticed. Rates 
must be fixed in advance. It is only afterwards that 
cost can be even approximately known. Let a rate be 
fixed at, say, 28. per ton for a certain traffic for a 
distance of, say, twenty miles, on the assumption that 
at that rate 1000 tons of traffic will pass. If in fact 
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only 500 tou3 are aeut, the rate will leave— for reasons 
that were explained iu previous chapters — mucli less 
profit than was expected. If 5000 tons are sent, the 
profit will be so much larger that a considerably lower 
rate would have given more than all the anticipated 
profit. In other words, assuming the intention to have 
been to fix an averagely profitable rate, had it been 
supposed in advance that only 500 tons would go, the 
rate would have been much higher ; liad it been sup- 
posed that .5000 tons would be sent, the mte would 
have been very much lower. But a higher rate might have 
made the trafilc even leas than 500 tons ; a lower rate 
might have made it even more than 5000. How much 
less, or how much more, no one can know except by 
practical experience. It comes, therefore, to this : that, 
even if it were, which it is not, possible to say what it 
woidd cost to carry x units of traffic, no one could so 
fix a mte as to obtain precisely that cost pliis a deter- 
mined percentage of profit, because the percentE^ ■ 
of profit varies enormously accoi'ding as the actual 
volume of traffic caiTied recedes on the one side or the 
other from the assumed volume j.: 

Another claim often made is for ' equal mileage ' rates. 
Now it needs no argument to show that such rates are 
the antithesis of 'coat of carriage' rates. For each 
item of business has a different cost, which is the 
resultant of all the conditions under which the business 
is done. We may summarize the conditions uuder two 
main heads, physical and commercial. Under the 
physical conditions take, as an illustration, the one 
point of gradients. There was till i-ecently a line in 
Derbyshire — the High Peak Railway — where at one 
IKiint the load of an engine was limited to a single 
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truck. Down the South Wales valleys an engine can 
haul to the coast seventy or eighty fidly-Ioaded trud^s. 
Is a ton of coal to pay the same in the two cases? As 
for commercial conditions, we have seen that main lines 
can spread their costs over so many units of traffic that 
the cost per unit is small On lines with light traffic 
the cost per unit is necessarily many times larger. 
Combine the two sets of conditions, as nature usually 
does combine them, and compare a mountainous pas- 
toral country, such as North Wales, with a flat busy 
district of dense population, such as South-West Lan- 
cashire, and the absurdity of equal mileage rates must 
surely be obvious \ 

^ The French railway companies compile and publish 
statistics giving, for each section and branch of their 
system separately, the traffic carried over it, the earnings, 
expenses, and net profit. Broadly, the result is to show 
that the main lines with low average rates are splendidly 
profitable, while the lines with light traffic, spite of higher 
rates, are in most cases worked at an actiml loss. The 
only attempt with which I am acquainted to give similar 
information in this country was made by the South- Western 
Railway before the Court of the Railway and Canal Com- 
mission in the Southampton Docks case. In that case, 
where it was a question of the reasonableness of charging 
very much higher rates for local and retail traffic than for 
the wholesale traffic in the same commodities between 
Southampton and London, figures were produced which 
were not disputed by the complainants and were appar- 
ently accepted by the Court. The effect of them was 
broadly as follows: a trainload of dock traffic, in bacon, 
butter, and the like, charged at 68. per ton for seventy- 
eight miles, earned 128. 6d. per train mile, leaving the 
r^way company, after deducting 28. 6d. per train nule as 
cost of worlnng, 108. per train mile net profit. The local 
traffic came in such small and uncertain quantities that, 
though the rates charged averaged 158. per ton for an 
equivalent distance, a train only earned 58. per mile, 
leaving, after once more deducting 28, 6d, per train mile 
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The theory, unconBciousIy held perhaps, that equal 
mileage rates represent substantial justice, not only to 
the railway company, but also aa between competing 
consignors, is at the bottom of another often-recurring 
fiillacy. The railways connecting tlie Mei-sey with 
London can-y south large quantities of American beef 
at a rate of 25s. per ton. On their way to London the 
trains pass through Clieehire and Staffordshire, and the 
local rate for meat thence to London is 40^. The 
American traffic is carried, so it has been said re- 
peatedly, ' at the cost of the English farmers K' Now, 
if the figures given above for the relative profitableness 
of wholesale and retail traffic on the South-Western 
Railway can be taken as in any way typical, it is 
evident that a rate of 25s. for 190 miles for wholesale 
traffic will leave a much larger margin of profit, after 
paying all the expenses that can be debited against 
that traffic, than a rate of 40s. for, say, 150 railea will 
leave in the case of retail tmflGc. But let us neglect 
this. Let us assume that the traffic in the two cases is 



The moral eeeme evident. On 'cost of carriage" prin- 
ciples the difference between the Ss. rate and the 15s. rate 
is by no means sufficient. The English producer ought to 
be charged muc^ more, or else his American competitor 
should pay much leae. It may soimd a paradox to the 
uninitiated, but every practical railway-man knovrs it to 
be, broadly speaking, a fact, that, high aa the rates for 
retail traffic are compared to the wholesale rates, they 
would need to be even higher, were it not that the pro- 
fitable nature of the wholesale trafdc enables the railways 
to forego almost all— in some cases unquestionably more 
than all — pi-ofit on their retail business. 

' See, e.g., the evidence of an eminent lawyer and 
influential Member of Parliament, Dr. Hunter, before the 
House of Commons' Committee of 1881 on railway rates. 
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precisely similar and carried at an equal cost Then, 
taking the 40^. rate as being a normal and averagely 
profitable rate, we may assume — reckoning working 
expenses as roughly 60 per cent of the gross receipts — 
that, out of the 40^., 248. represent cost and 16^. repre- 
sent profit If that be so, the 258. rate only leaves 
a profit of Is. Not much, certainly; but still it is 
a profit, and there is no trace of loss to be made up at 
the expense of the local traffic \ 

But this is not really the light in which the matter 
should be regarded. The railway is there in any case. 
To Cheshire and Staffordshire it is an absolute necessity. 
Without it their meat could not get to London at alL 
Only a very small part of the cost of its maintenance 
could be saved, if every ton of American meat went by 
sea direct to London. A liberal estimate of the entire 
additional cost due to the carriage of a train-load of 
meat from Birkenhead to London would be £40. Yet 
100 tons at 258. would pay £125, and so leave a net profit 
of £85 to help the inland districts to support the burden 

^ It is passing strange that, of all the writers and speakers 
who have accused English railways of carrying foreign at 
the expense of home produce, no one has ever stopped to 
ask why this was done. Why should a railway manager, 
presumably sane, except for mere superfluity of naughti- 
ness, * charge the people about Wolverhampton in order to 
make up the loss from Liverpool ?' (Evidence of Dr. Hunter, 
M.P.). Surely if there were a loss, a reasoning being would 
abandon the Liverpool traffic and keep to himself the undi- 
luted profits of the Wolverhampton business. And the 
more so because, so far as it is a question of competition 
between English and American farmers, the whole interest 
of the Enghsh railway is on the side of encouraging t^e 
home producer for whom it carries, not merely the dead 
meat, but also the manure, the feeding stuffs, and all the 
products of hide, horn, and hoof, to say nothing of all the 
requirements of the farmer and his fanuly. 
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of railway maintenance and interest on railway capital, 
which otherwise they would liave to bear unaided '. 

Yet another theory of railway ratea has been put 
forward. They ought to be, it is said, baaed on ' postal 
principles ' ; that is, there ehould be, irrespective of 
distance, one universal rate as for a penny letter. 
Some reformers indeed, feeling that tliis, their ideal, 
was difficult of attainment, have been ready to temporize 
with existing practice and to be content with three 
zones of short, middle, and long-distance traffic respec- 
tively, within each of which one imiform fare or rate 
should be charged. A desire to conciliate a consider- 
able movement of public opinion in favour of tliis latter 
idea was largely responsible for the introduction in 
1889 of the famous Hungarian zone-systems, which, 
however, contained at the outset fourteen zones instead 
of only tln-ee, and which has since its introduction been 
repeatedly modified, and always in the direction away 
from the postal principle of uniformity. 

' It may of coui-se be said that an equal rate of, say, 30s. 
to Cheshire and Liverpool ahke would he fairer to the cub- 
tomere and just as profitable to the railway. So far as this 
argument deals with the very difficult question of ' uudue 
preference' between rival customers of the i-ailway, it 
must be reserved for future discussion. But here it may 
be said that ex hypothesi the proposed course is impoeeible. 
We are bound to assume that in its own interest the ridlway 
charges the American meat all it can be got to pay. The 
low rate was put in force, because at a higher rate the meat 
went by sea to London. On the facts of the individual case 
this may not be so. In that case the officers of the company 
made a mistake and sacrificed imuecessarily a portion of 
their possible net profit, just as any merchant might do 
who failed to appreciate market conditions. A distinguished 
French writer, Oolsou {Transports et tarifs), suggestB that 
in cases of this kind a self -registering gauge of the proper 
height of the exceptional I'ate is to be found in the fact tiiat 
the eea route obtains or retains some portion of the traffic. 
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Now to a so-called zone-system there can be no 
abstract objection. In fact, every railway undertaking 
that ever existed or is likely to exist has or will have 
a zone-tariff. In ordinary cases the zone is one mile, 
or one kilometre as the case may be, for short-distance 
traffic ; while in most countries, when the distances get 
longer, the unit of charge for goods traffic, and some- 
times for passenger traffic as well, becomes three or 
five or ten or even more miles or kilometres. That 
the Hungarian system, even for short distances, treats 
ten kilometres as an indivisible unit involves no special 
principle ; it is merely a matter of administrative con- 
venience. It simplifies somewhat the checking of 
tickets, and economizes to a trifling extent in printing 
and book-keeping. On the other hand, it excites dis- 
content rather than promotes satisfaction. A fare 
being charged for, say, thirty kilometres, no one gets 
anything more than he has paid for ; the man who only 
wishes to travel twenty-one kilometres gets a good deal 
less. But if the Hungarian administration regards the 
convenience as worth purchasing at the price, there is 
no more to be said. 

The real point is one of principle. Prima fade, and 
other things being equal, a tariff ought to be based on 
mileage, and the more accurately it is so based, the 
fetirer it is both to the railway and to its customers. 
Every extra 100 yards the traffic is carried means an 
extra service to the customer for which, in equity, he 
ought to pay ; it means also an extra expenditure by the 
railway company — ^both in capital spent, carriage per- 
formed, and plant and organization maintained for the 
purpose — for which, in equity, it ought to be paid. 
The postal analogy is entirely misleading. In dealing 
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with a letter, cost of conveyance is only a fraction of 
the total cost, which is mainly incurred for sorting and 
distribution. Almost the whole cost of passenger 
traffic and a large part of the cost of goods traffic is 
conveyance cost, using the phrase in the broad sense 
of all cost other than terminal Postal cost of con- 
veyance, moreover, is wholly independent of distance. 
It undoubtedly costs more to carry a letter from one 
Sutherland village to another in a different glen than 
to carry it from Wick to London. To say that it costs 
the railway more, if the passenger from Wick gets out 
at Golspie instead of going on to London, would be 
obviously absurd \ 

The foregoing argument tends to show that railway 
rates must be broadly based on mileage. And we shall 
be strengthened in our belief in the correctness of our 
theoretic argument, when we remember that as a fact, 
always, everywhere, on state lines equally with private 

' Apart from principle, postal tariffs are impossible for 
practical reasons. The Post Office can average its Id. charge, 
partly because the charge is so small that, even when it is 
most excessive (having regard to actual cost), the excess is 
too trifling to rouse objection, but mainly because it is 
protected by its statutory monopoly from the competition 
of hal^nny town-x)osts for its most profitable business. 
But railways have no such monopoly, and their average 
fare is not trifling. It is in the United Kingdom roughly 
28., lOd., and 6d. for the three classes respectively. That 
long-distance passengers would welcome a charge on ^ postal 
principles' need not be said. But what passenger from. 
Oxford Street to the Bank, or from Charing Ci*o6s to the 
Mansion House wotQd pay the average fare ? Naturally, 
some hundreds of millions of passengers would drop out. 
Their fares being lost, the railways would be forced to raise 
the average fare to recoup the loss, say to 3«. , Is, 3d. , and 9d. 
Again, a couple of hundred million passengers would go. 
Again t^e average fare would have to be r^sed, and so on 
da capo. 
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railways, they are and have been so based. But we 
have also seen that equal mileage rates are an impos- 
sibility, and that deviations from such equality cannot 
be referred to any principle of charging according to 
cost of carriage. Further, we have seen that rates fiu* 
below the normal scale may still be profitable, even 
exceptionally profitable, and that rates would have to 
be cut almost to a vanishing point before it could be 
said that the traffic to which they were applied was 
carried at the expense of other traffic. 

But to say that rates must be based broadly on 
mileage does not carry us &r, if, as we have seen, it 
seems reasonable that traffic in the same articles for 
the same distance over the same line should be carried 
simultaneously at rates which compare to each other in 
the ratio of IdL to 2\d. per ton per mile. Somehow we 
must get closer to the principle on which rates are 
actually fixed. Probably we shall do so best by adopt- 
ing the historical method. 



CHAPTER VII 

RAILWAY INCOME 

ITS HISTORICAL DEVELOPMENT 

The earliest English railways, the tramways and 
plateways and railroads on Tyneside, were merely what 
modem railway parlance would term 'mineral lines.' 
They were built to carry coal and nothing but coal ; 
practically speaking, they carried no goods, certainly 
no passengers. The first passenger line was the Liverpool 
and Manchester, opened in 1830. It was promoted pri- 
marily to carry goods ; as a matter of fiact passengers 
flocked to it in such numbers that, for some time after 
the opening, the goods were crowded off the road. A 
dozen years later, when the bulk of what are now the 
great trunk lines had been opened, three-quarters of 
the total railway revenue was derived from passengers, 
only one-quarter from goods. On the trunk lines them- 
selves, the Great Western or the London and Birming- 
ham, the proportion of goods receipts was more like 
a fifth or a sixth of the whole. Gradually, the goods 
gained on the passengers till, in the early ' fifties,' they 
represented more than half the receipts. Beyond this 
point they have not gone very far since. Twenty years 
ago the ratio got as high as 55 to 41 per cent ; latterly 
it has been about 51 to 43 per cent.^ 

* It should be noted that ^passenger traffic receipts'— 
meaning in the Board of Trade Retmns receipts not only 
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Now what are the historical foots that lie behind 
these figures? The passenger traffic of the 'forties' 
represents well-to-do people, customers transferred in 
great measure from post-chaises and stage-coaches, and 
paying feres averaging fully 2dL per mile. There were 
18 000 000 of them in 1842, only a handful of whom 
travelled third class. Sixty years later the passen- 
gers, including season-ticket holders, had increased to 
1 500 000 000 ; nine-tenths of them travelled third class, 
and the average fore per mile had fidlen from 2dL to 
under idL, less than one-fourth ^ What does this mean ? 
The well-to-do people, the customers whom the railway 
found ready made for them, have increased largely in 
number, in wealth, and in the habit of travel They 
account perhaps for 180 000000 journeys against 
18 000 000 sixty years ago, and they still pay fores 
not greatly below the original 2dL Meanwhile, fores, 
gradually and steadily descending from the original 
lid. a mile third class, through the Parliamentary Id. 
a mile, first by one train a day and then by all trains, 
down to modem excursion and workmen's fores ranging 
as low as five miles for a IdL, have brought into exist- 
ence an absolutely new traffic, in the main of classes 
that two generations ago never travelled at all, repre- 
senting 1 300 000 000 passenger journeys per annuuL 

That the trunk lines sixty years ago carried very 

from passengers, but from passenger trains— include, par- 
cels, mails, horses, fish, &c. The balance required to make 
up the 55+41 and the 51 + 43 given above to the full 100 
per cent, of revenue represents the miscellaneous, i. e. 
non-railway revenue of the oomx>anies. 

* This is on the assumption that the passenger-mile 
fig^ures for August, 1903, published by the North-Eastem 
Railway, are fairly typical of the country generally, as 
I see no reason why they should not be. 
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little goods traffic need not surprise us. The superiority 
of an express train over a post-chaise is overwhelming, 
but a goods train has no such crushing advantage over 
a canal barge or a coasting steamer. The barges are 
not quite, and the coasting steamers are a long way 
from being, crushed even yet In the early days, with 
puny and extravagant engines, with no signalling sys- 
tem, rudimentary hand-brakes and a considerable and 
profitable passenger traffic, the difficulty of working a line 
crowded with trains was so great that railway managers 
had no great temptation to try and attract low-class 
traffic from rival carriers by making low rates. What 
traffic they got was of small bulk and high class, to 
which speed was of more importance than cost The 
exclamation of the London and Birmingham Railway 
director, when it was suggested to him that his highly 
aristocratic line should carry coal to London in com- 
petition with the Grand Junction Canal and the New- 
castle coal-brigs — * Coal I Why they'll be asking us to 
carry dung next!'— may or may not be apocryphal, 
but represents a real and not unjustifiable attitude of 
mind. And indeed had it been possible for the London 
and Birmingham to remain as it began, a great through 
Une, with no extensions and no branches to dilute its 
profits, it might well have gone on to this day un- 
troubled with low-class innovations such as coal and 
third-class passengers, and yet have continued to pay 
without difficulty to its shareholders its original divi- 
dends of 10 per cent 

But fortunately for the country, if not for the share- 
holders, such a policy was impossible for any of the 
great companies. In self-preservation they were com- 
pelled to occupy the territory on either side of their 
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main line of communication. And new capital expendi- 
ture on new and unproductive branch lines needed new 
sources of revenue to meet it The high-class traffic 
that had come as of course was exhausted. New traffic 
had to be obtained somehow, and the only way to 
obtain it was to charge lower rates. For the fia^t that 
the railway was not carrying it showed that it could 
not or would not pay the existing rates. If coal, for 
instance, be worth 10^. at the pit in South Staffi>rdshire 
and 208. on the railway wharf in London, evidently 
the coal merchant cannot aflfbrd to pay a railway rate 
of more than 10& Equally evidently, though the 
London selling price be 20^., the coal merchant will 
not pay a railway rate of 10«. if the canal rate is only 
7^. 6dL So new rates had to be made, differing widely 
in that some of them were specially made to attract 
traffic that otherwise would have gone by other routes, 
others were general for the benefit of goods that other- 
wise could not profitably travel at all, but all alike in 
that they represented large reductions on the rates 
previously in force. 

Such in broad outline is the history of the develop- 
ment of railway traffic and railway tarifis in this 
country. In its main features it represents the history 
of railway development everywhere. The railway begins 
with a small volume of high-class traffic at high rates. 
Its constant tendency is to increase the volume of traffic 
by successively lower rates tapping successively lower 
strata of traffia The traffic attracted by such rates 
is partly drawn from previously existing but less 
efficient modes of conveyance, partly created by the 
new railway facilities. As the traffic increases, the 
average rate comes down, and as the rate comes down 
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the traffic increases. And so the reciprocal process 
goes on, up to the point where the railway has got 
all the traffic it can afford to take. The point at which 
reduction stops is where it only just pays to get the 
traffic ; that is, when the extra cost of dealing with the 
lowest rated traffic is all but equal to the earnings 
from it ^ 

American history affords a typical instance of this 
process of development. As early as 1825 the Erie 
Canal furnished in conjunction with the Hudson River 
what was, for its time, a highly efficient route from the 
Great Lakes to the Atlantic seaboard at New York. 
A through railway route was completed from New York 
to Buffalo, practically paralleling the river and the 
canal all the way, by the year 1842. But it was not 
till 1853 that the railway began to compete seriously 
for the canal traffic. At that time the traffic on the 
canal was so great that the tolls, though by successive 
reductions they had been brought down to one-third 
of their original figure, were yielding to the State of 
New York, which owned the canal, an annual profit of 
over 50 per cent on the original capital outlay. And 
at this stage the commanding personality of Commodore 
Vanderbilt appeared on the scene. He bought up the 
various independent companies— there had originally 
been fourteen of them — which owned the continuous 
railway route, and amalgamated them into one concern, 

' This point, which might be called the marginal rate, 
will evidently be sooner reached in an old, densely populated 
country like England, where widening of lines and exten- 
sion of stations are exceedingly costly, and where working 
costs are, for many technical reasons, xumsually high, than 
in a new country like the United States where these con- 
ditions are reversed. 
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the New York Central Railroad, and then he put in 
force through rates low enough to attract traffic from 
the canal. The traffic came, enabling him thereby to 
spread the fixed costs of his railway over a greatly 
increased volume of traffia Cost per unit of traffic 
being thereby lowered, the way was clear for a further 
reduction of rate. The rate being reduced, again a 
further volume of traffic was drawn from the canal, and 
again, the railway could afibrd to reduce its rates. 
Gradually the canal profits dwindled and disappeared 
The State of New York, in vain endeavour to retain 
traffic on their canal, assumed the whole charge for 
maintenance and abolished tolls. Nothing could arrest 
the decline of the canal 

To-day its traffic is a practically negligible quantity, 
and the people of New York State are committed to 
an expenditure of £20000000 sterling on widening and 
deepening the canal, so as to make it navigable for 
barges of 1000 tons burden, in the hope of thereby 
restoring to it some measure of its former importance. 

Meanwhile, though competing railways innumerable 
have come into existence all round it, the New York 
Central is earning a splendid income by carrying a 
volume of traffic many times that which would have 
blocked and congested the old canal at rates per ton 
per mile averaging probably a sixth of those which 
it charged half a century ago. Nor is this alL For if 
it was the existing traffic which the railway annexed 
from the canal that first enabled the railway com- 
pany to reduce their rates, it was the reduction of those 
rates which made possible the settlement of the great 
grain-fields of the North-West, and so assured to the 
railway the development and continuance of a new 
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traffic beyond the utmost dreams of tlie early railway 
managers. 

But it must be noticed at tliis stage that, while the 
average rate necesearily comes down as the traffic of 
a railway develops — and this for two reasons : because 
lower rates are introduced, and because the volume of 
traffic at those lower ratea steadily becomea a larger 
proportion of the whole — it by no means follows that 
the highest ratea are reduced. The first-class fares from 
Ijondon to Dover are higher to-day than they were when 
the line (then thirteen miles longer) was opened sixty 
years ago ; and it is probable that the rates for the high- 
est class of goods, such as cigars or silks, are as high to-day 
between Liverpool and Manchester as they ever were. 

In the nature of things this is only to be expected. 
No one — not even a railway manager — gives away 
money as a business transaction. The manager who 
reduces a rate on coal, or a third-class fare, does so 
hoping that traffic will be so stimulated that there will 
be a greater net profit on the larger traffic at the lower 
rate than there was on the smaller traffic at the highci' 
rate. His expectation may be disappointed', for all 

' In 1881) the Hungarian Cktvemment introduced in their 
zone-system very considerable reductions in passenger fares. 
The following year the Austrian Government was con- 
strained to follow suit with its so-called ' Ki-euzer-tarif.' 
The lose of net revenue in Austria was so great that a large 
part of the concessions were almost immediately with- 
drawn, and further increases have been made since, Even 
in Hungary the not unimportant changes in the zone- 
system since 1889 have all been in the direction of eitiier 
withdrawing facilities or increasing charges. Denmark, 
again, imitated Hungaiy with a reduced passenger tariff. 
Recently the Government have been compelled to inh'oduce 
a new passenger tariff, implying, so it is reckoned, an 
average increase of something like 30 per cent. 
e2 
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reductions do not stimulate even cheap traffic ; his 
reductions may have been unduly great, the gains may 
not cover the losses ; for, whatever raUway critics may 
say, the Irish applewoman's principle, that you cai 
afford to sell each apple at a loss if you only sell 
enough, is not universally true. But it was on this 
expectation that the manager acted. 

Now no one can suppose that a reduction of the 
Dover first-class express fere from 195. to 10«. would 
induce a single human being to spend a month on the 
Riviera or to choose the overland route to India. Nor 
would 108. per ton off the railway rate for cigars— 
worth from £2000 to JE7000 a ton — tend to stimulate 
their consumption in Manchester. 

If high-cla^ rates, whether for goods or passengers, 
are reduced, the cause is practically always competition 
in some form or other. If the fares to Paris via New- 
haven are reduced, Dover may have to follow suit or 
lose an appreciable part of its traffic. A line of direct 
steamers from Havana to Manchester might well bring 
down the rate for cigars from Liverpool For railway 
customers are no more apt than railway managers to 
give something for nothing ; and, however well able the 
cigar traffic may be to bear a rate of, say, ISs. per ton, 
the cigar merchant will not pay it if he can get his 
cigars carried for 8^. and add the 108. to his own 
profits. 

But a difference between passenger and goods traffic 
should be here noted. Goods are classified by the rail- 
way company in a manner which must be discussed 
more in detail presently. Cigars, if they are to be 
carried at all by the raUway, must pay the rate fixed 
as suitable for the class to which they belong. With 
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passengers this is not so. Passengers classify them- 
selves ; and accordingly first, second, and third-cla&a 
carriages on the same train in a very real sense com- 
pete with one another for the custom of the potential 
passenger. Many a man who is perfectly able to pay 
first-class fare, and who would never di-eam of refrain- 
ing from travelling if the minimum fare were 3d. per 
mile, asks himself when he goes to a station in which 
class he will get best value for his money, and journeys 
now in one class, now in another, according as the 
personal considerations of the moment may affect him. 
A first-class passenger fare of 2(1. per mile may there- 
fore prove in practice the highest rate that can profit- 
ably be charged in this country. For while at Sd. per 
mile probably not more than five passengers in every 
hundred will refrain from travelling tliird-class, at 2d, 
per mile twelve passengci-a may refrain from doing so. 
In the former ciuse the railway only receives lOrf. above 
third-class fare ; in the latter case it receives I2d., and 
the esti-a 2d. more than covers the extra cost The 
result of this difference in the nature of passenger and 
goods traffic is that, while a normal English goods tariff" 
per ton for a distance of, say, twenty miles may rise 
fi-om, say. Is. 3d. in the ease of coal to lis. in the case 
of cigai-s ', the difference in the case of ordinary pas- 
senger fares* is only between a minimum of la. Srf. and 
a maximum of 4-s.- 



' Including terminals m both cases, and aBsmning no 
charge to be made for caxtage, 

' The truth of the point made in the test is well shown 
by the history of these very Dover fares. For many years 
the first-class express fare was £l, the flrst-class ordinary 
fare 18s. Sd. Nowadays the expret^a fare, which has been 
reduced by Parliament to 19s,, is only charged on the 
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We are now in a position to summarize our con- 
clusions. The highest rates charged nowadays repre- 
sent the rates made in the infancy of railways to attract 
from earlier means of conveyance, stage-coaches and 
stage-wagons, the high-class traffic with which alone 
they dealt Since then, by successive introduction of 
lower and lower scales of rates, the railway net has 
swept in new traffic, now from new and more distant 
areas, again in commodities of lowest value, and yet 
again in commodities that, owing to exceptional advan- 
tages of situation, could only be attracted from rival 
means of conveyance by exceptional concessions. 

through continental trains, which do not carry third-class 
passengers. Practically it is not a local fare at all, but a 
portion of a through rate charged to passengers who are 
going abroad and Kkely to contmue their journey by trains 
which are confined to first-dass x>a88engers. The ordinary 
fares charged by local trains between Dover and London, 
some of which are faster than the so-called ' expresses,' and 
all of which of course carry third-class passengers, are IBs. 
first-class, and 68. 5|d. third. It is safe to assume that the 
railway company makes more profit out of carrying local 
first-class passengers at the modem fare of Ids. than at the 
old fare of ISs. M. 

It is interesting to note that in Germany and its neigh- 
bouring coimtries, where abstract theory has had much 
more mfluence on rate-making than it has ever had in 
England, first-dass fares have been maintained at a point 
so high in prox)ortion to those in the inferior classes that 
only a mere fraction of travellers pay them. Thereui)on 
the critics said, ^ there are three first-dass compartments 
for each passenger, while there are three third-class 
passengers for each compartment ; in fairness the first- 
class passenger should be charged more, or the third- 
class less.' So the first-class fares were raised still 
higher, the traffic became more microscopic than before, 
and naturally even less profitable. Now the tendency is to 
abolish first-class carriages altogether. But had the fares 
been lowered rather than raised, judging by English 
experience, it is pi*obable that both the would-be first- 
class passengers and the railways woiQd have profited. 
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The principles underiying this policy— a policy which, 
be it once more repeated, is common to all railways, 
whether owned by the State or by private companies — 
may be said to be three : — 

I. Get traffic The more traffic carried, the less it 
costs to carry. Therefore, first and foremost, 
get traffic. 
II. Charge no rate so high as to stop the traffic from 

going: subject to 
III. That no rate shall be so low as not to cover the 
additional cost incurred by the railway in deal- 
ing with the traffic to which the rate applies. 
Principles I and II are, it wiU be observed, intimately 
co-related: for a reduced rate which would imply an 
actual loss on a given volume of existing traffic may be 
quite profitable if the reduction doubles the volume 
of traffic to which the rate applies. 

Further, it will be seen that principles II and III 
fix the maximum above which and the minimum below 
which rates cannot be carried. There is, however, a 
gap in No. II, of some theoretical though of little 
practical importance Millionaires and bullion are left 
corv^ables A discrition. For clearly, first-class feres and 
rates for the carriage of bullion might be raised 
manifold above their existing level before a London 
financier would be induced either to travel himself or 
to send his gold remittances by cargo steamer from the 
Thames to New York, rather than pay the railway 
charge from London to Liverpool or Southampton. 
The truth is that millionaires and bullion constitute 
so small a portion of the total traffic that to the railway 
they are a negligible quantity. Even were they not, 
as they are, protected in practically eveiy country by 
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positive legislation from exceptional and extortionate 
charges, it would still not be worth while for the railway 
to endeavour to place them in a separate category. 

Reverting to the serious question, we have a maximum 
rate fixed by capacity to pay, and a minimum rate fixed 
by the price at which the railway, regard being had to 
the volume of traffic actual and potential, can afford to 
take business. These two points are, speaking broadly, 
ascertainable with sufficient accuracy for practical 
purposes by investigation and inquiry. But they are 
very far distant from each other. The railway m9.nager 
has no exact standard to guide him in fixing an actual 
rate at any point between the two extremes. Is he 
cautious and conservatiye by temperament, or is he 
placed in a country such as Ireland, with decaying 
industries and diminishing population, he naturally 
tends to hug the uppermost limit. If, on the other 
hand, he is of sanguine disposition, still more if he is in 
the midst of a rapidly progressive community, or in 
a country with boundless possibilities such as the 
United States, he equally naturally tends to venture 
the present in view of the potentialities of the future. 
Both men are actuated by the same motives. Each 
desires for his railway — subject to limitations which 
have been partially suggested already and which will 
have to be dealt with more at length hereafter — the 
maximum net receipts. But the one aims to reach his 
end by making a large profit on a small business, the 
other sees a fortune in obtaining a marginal profit on 
a huge turn-over. 

Clearly the former method gives least trouble to the 
management ; the latter is most to the benefit of society 
at large. But unless the one tendency or the other is 
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pushed to an obvious extreme, no one can say positively 
that either manager is right or wrong. There is no 
norm to which a particular railway rate ought to 
conform. It passes the wit of the most experienced 
official of the executive government, of the most learned 
judge of a railway tribunal, to decide whether a given 
rate of, say, one penny per ton-mile is per se reason- 
able, or whether ifd or Irvd. would be more or less 
reasonable. Fixing a railway rate is, in one word, an 
art not a science, and it is an art which, in Bagehot's 
phrase, must be exercised ' in a sort of twilight, ... in 
an atmosphere of probabilities and of doubt, where 
nothing is very clear, where there are some chances for 
many events, where there is much to be said for several 
courses, where nevertheless one course must be deter- 
minedly chosen and fixedly adhered to.' 

So for we have imagined the railway manager fixing 
an individual rate. But in reality his task is immeasur- 
ably more difficult than this. He has to fix, not one 
rate, but thousands and millions of rates. The classifica- 
tion of merchandise in a highly developed country like 
England or France or the United States contains some 
thousands of entries, and to each item its relative place 
has to be assigned. This matter must be dealt with in 
more detail hereafter. For the present, it is sufficient 
to note that careful attention must be paid to the ratio 
of charge on articles competing with or capable of 
being substituted for each other; to the scale of 
decrease in the charge per mile, as distance increases ; 
of decrease per ton as the weight of consignment 
increases, and so fortL 

In truth, though we have personified the management 
and imagined a man fixing a complete system of railway 
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rates, no one man, and indeed no combination of men, 
could erect such a system offhand from the foundations. 
It can only grow gradually, developing here and chang- 
ing there, as the country itself develops, and its industry 
and trade are modified by time and circumstance. But 
the guiding idea of the management remains the same 
throughout Each rate has, as we have seen, its own 
maximum and minimum. All the rates must among 
them cover all the expenses and leave, if possible, 
sufficient margin to pay interest on capital at the 
normal rate. Inter se, the rates must be so adyusted 
that each item of traffic bears its £a.ir share of the total 
cost of the entire railway service. 

But what is ' its foir share ' ? In the fomiliar railway 
phrase the answer is, that the manager endeavours to 
charge each category of traffic 'what the traffic will 
bear.' The idea is fundamental; the practice is uni- 
versal. A more detailed examination is therefore 
necessary. In the following chapters we shall accord- 
ingly consider, first the meaning of the phrase ' charging 
what the traffic can bear' ; secondly, how for this method 
of charge is equitable ; and thirdly, by what machinery 
it is put into practical application. 



CHAPTER VIII 

CHARGING WHAT THE TRAFFIC WILL BEAR 

THE MEANING OF THE EXPREJSSION 

The phrase ' charging what the traffic will bear ' has, 
for some not very obvious reason, undoubtedly acquired 
an ill repute. On the face of it, it surely seems to 
represent a principle, not of extortion, but of modera- 
tion. To charge what the traffic can bear is, in other 
words, not to charge what the traffic can not bear. Yet 
the phrase is commonly understood quite differently. 
It has been asserted that railway managers claim to 
estimate for themselves production cost at A and selling 
price at By and to appropriate as railway rate the entire 
difference. Even a sober writer like Mr. Jeans declares 
that ' the railway companies make no secret of the fact 
that, in cases where there is little or no competition 
compelling a different course, their guiding principle 
is imposing on the traffic just as much as it will 
bear^' The truth is that, whatever rash and unqualified 
statements may have been made by individual railway- 
men under particular circumstances — a famous French 
manager, M. Aucoc, is reported to have declared : Faites 
payer au trcf/ic tout ce qu'U petit payer; tout avtre 
principe eat tm nonsens — no railway administration has 
ever acted on any such principle. For instance, at the 
* Railway Problems. London, 1887, p. 283. 
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moment of writing (April, 1904) the Chancellor of the 
Exchequer has increased the tax on imported cigars by 
Is. per lb., which equals £112 per ton. Cigars, that is, 
are believed to be able to bear this extra rate, though 
they are taxed at over £600 per ton already. Can any 
reasoning being imagine that a rate of perhaps £3 per 
ton for carriage from Liverpool to London approaches 
the limit of what the traffic can bear ? 

The real meaning of the phrase is that, within the 
limits already described— the superior limit of what 
any particular traffic can afford to pay, and the inferior 
limit of what the railway can afford to carry it for — 
railway charges for different categories of traffic are 
fixed, not according to an estimated cost of service, 
but roughly on the principle of equality of sacrifice by 
the payer. So regarded, ' what the traffic will bear ' is 
a principle, not of extortion, but of equitable concession 
to the weaker members of the community. Had railway 
managers in the past declared that their principle was 
'tempering the wmd to the shorn lamb,' their descrip- 
tive accuracy would have been equally great, while 
their popularity might have been even greater. Some- 
how, the total cost of maintaining and operating the 
railway has to be paid for ; broadly and in the long run, 
the capital invested in railway construction must be 
remunerated at the normal rate of interest \ Can any 
system of apportionment of this necessary expenditure 
be more equitable than one under which the rich — 
well-to-do passengers, valuable freight, traffic with the 

* We shaU see later on that, though the rates charged on 
an individual line may be independent of its capital cost, 
the capital invested in the railway system of an entire 
country, regarded as one whole, has to receive interest, 
if not out of railway rates, then out of general taxation. 
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advantage of geographical situation close to the markets, 
and the like— contribute of their abundance; while the 
poor — third-class pasaengerB, bulky articles of small 
value, traffic that has to travel far to find the market, 
and so forth — are let off hghtly on the ground of their 
poverty ? Ti-aiialated into railway language, the principle 
means this : the total railway revenue is made up of 
rates which, in the case of traffic unable to bear a high 
rate, are so low as to cover hardly more than actual 
out-of-pocket expenses ; which, iu the case of medium- 
class traffic, cover both out-of-pocket expenses and a 
proportionate part of the unapportioned cost ; and 
which finally, in the case of high-class traffic, after 
covering that traffic's own out-of-pocket expenses, leaves 
a large and disproportionate surplus available as a con- 
tribution towards the unapportioned expenses of the 
low-claaa traffic, which such traffic itself could not affijrd 
to bear. 

This, in principle and in outline, is the system of 
charging what the traffic can bear. It is the system 
which — the point must be reiterated — is, always has 
been, and, as lar as we can see, always must be adopted 
on all railways, whether they be State enterprises or 
private undertakings'. It is a system at once in the 
interest of the railway, because even the lowest class 
traffic, by whatever small amount its rates exceed the 

' The German railways at one time, largely luider the 
inflnence of abstract theorists, turned aside from this 
system. For practical piu-poaee they have long ago re- 
verted to it, though the form of their tariffs still sometimea 
leads Buperificial observers to imagine that their rates are 
based on cost rather than on value of service. As to the 
GeiTOan taiiffs, however, there will be more to be said 
presently. 
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additional cost of doing the buedness, contributes to the 
general expenses of the undertaking ; in the interest 
of the public, because traffic is thereby made possible 
which could not come into existence at all, if each item 
of traffic was required to bear, not only its own direct 
expenses, but its fuU share of all the standing charges ; 
and in the interest of the high^^lass traffic, because 
everything which the low-class traffic pays beyond its 
own actual out-of-pocket cost helps to defray the general 
expenses of the undertaking, which otherwise the high- 
class traffic would have to bear unaided. 

The Inter-State Commerce Conunission of the United 
States, whose original chairman waa Judge Cooley, one 
of the greatest constitutional lawyers America has ever 
had, were forced at the outset of their work in 1887 to 
consider the question whether rates, avowedly based on 
what the traffic would bear— or, in other words, not on 
cost but on value of service — could be regarded as 
equitabla And they expressed their conclusion in their 
First Annual Report to the following effisct : — 

* It was very early in the history of railroads perceived 
that, if these agencies of commerce were to accomplish 
the greatest practicable good, the charges for the 
transportation of different articles of freight could not 
be apportioned among such articles by reference to the 
cost of transporting them severally ; for this, if the 
apportionment of cost were possible, would restrict 
within very narrow limits the commerce in articles 
whose bulk or weight was large as compared with their 
value. On the system of apportioning the charges 
strictly to the cost, some kinds of commerce, which 
have been very useful to the country, and have tended 
greatly to bring its different sections into more intimate 



WILL BEAR : ITS MEANING 79 

business and social relations, could never have grown 
to any considerable magnitude, and in some cases could 
not have existed at all, for the simple reason that the 
value at the place of delivery would not equal the 
purchase price with the transportation added. 

'The traffic would thus be precluded, because the 
charge for carriage would be greater than it could bear. 
On the other hand, the rates for the carriage of articles 
which within smaU bulk or weight concentrate great 
value would on that system of making them be absurdly 
low when compared to the value of the articles, and 
perhaps not less so when the comparison was with the 
value of the service in transporting them. It was, 
therefore, seen not to be uigust to apportion the whole 
cost of service among all the articles transported upon 
a basis that should consider the relative value of the 
service more than the relative cost of carriage. Such 
method of apportionment would be best for the country, 
because it would enlarge commerce and extend com- 
munication ; it would be best for the railroads, because 
it would build up a large business ; and it would not be 
ui\just to property owners, who would thus be made to 
pay in some proportion to benefit received. Such 
a system of rate-making would in principle approximate 
taxation ; the value of the article carried being the 
most important element in determining what shaU be 

paid upon it. 

...... 

' To take each class of freight by itself, and measure 
the reasonableness of charges by reference to the cost 
of transporting that particular class, though it might 
seem abstractedly just, would neither be practicable for 
the carriers nor consistent with the public interest 
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The public interest is best served when the rates are 
so apportioned as to encourage the largest practicable 
exchange of products between different sections of our 
country and with foreign countries ; and this can only 
be done by making value an important consideration, 
and by placing upon the higher classes of freight some 
share of the burden that on a relatively equal appor- 
tionment, if service alone were considered, would fall 
upon those of less value. With this method of arranging 
tariffs little fault is found, and perhaps none at all by 
persons who consider the subject from the standpoint 
of public interest' 

But though it is not difficult for a dispassionate 
outsider, regarding the question as merely one of 
abstract economics, to satisfy himself not only that the 
principle of charging what the traffic can bear is in 
itself equitable, but also that it has commended itself 
to disinterested public authorities equally as to com- 
mercially-minded managers of private dividend-seeking 
undertakings, it cannot be denied that the lay public 
regard the principle with suspicion and even with 
aversion. A railway manager may perhaps convince 
a plain man that it is reasonable and in the public 
interest to charge 6«. per ton for a 20-ton consignment 
of butter from Southampton to London, and 128. per 
ton for a 3-cwt. consignment from Winchester ; but to 
satisfy him that it may be reasonable and in the public 
interest to carry identical consignments of the same 
goods, and to make the charge 108. for 100 miles, but 
only 7s. provided that the goods travel a further 
50 miles, is a much more difficult task. And yet there 
are cases where the facts are so clear and so simple 
that even traders, who are apparently discriminated 
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agaiu5t, are constrained to admit the justice of their 
treatment Here is aii instance which actually 
occuired ' : — 

' On the coaat of Delaware a few years ago there was 
a place, which we shall call X, well suited for oyster- 
gi'owing, but which sent very few oysters to market 
because the railway rates were so high aa to leave no 
margin of profit. The local oyster-growers represented 
to the railroad that, if the rates were brought down to 
one dollar per 1001b., the business would become pro- 
fitable, and the raih'oad could be sure of regular ship- 
ments at that price. The railroad-men looked into the 
matter. They found that the price of oysters in the 
Philadelphia market was such that the local oystermen 
could pay one dollar per 1001b. to the railroad and 
still have a lair profit left If the road tried to charge 
more, it would so cut down the profit as to leave men 
no inducement to enter the busiueas. That is, those 
oysters would bear a rate of 81 per lOOlb. and no 
more. Further, the railroad-men found that if they 
could get every day a car-load, or nearly a car-load, 
at this rate, it would more than cover the expense 
of hauling an extra car by quick train back and forth 
every day, with the incidental expenses of interest and 
repairs. So they put the car on, and were disappoiuted 
to find that the local oyster-growers could only furnish 
oysters enough to fill the car about half full. The 
expense to the road of running it half full was almost 
aa great as running it full : the income was reduced 
one-half. They could not make up by raising the rates, 
for these were as high as the trafBc would bear. They 
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could not increase their business much by lowering rates. 
The difficulty was not with the price charged, but with 
the capacity of the local business. It seemed as if this 
special service must be abandoned. 

' One possibility suggested itself Some distance be- 
yond Xy the terminus of this railroad, was another 
oyster-growing place, F, which sent the oysters to 
market by another route. The supply at F was very 
much greater than at X The people at F were paying 
$1 per 1001b. to send their oysters to market It 
would hardly cost 25 cents to send them from F to X. 
If the railroad from it to Philadelphia charged but 
75 cents per 1001b. on oysters which came from F, it 
could easily fiU its car full. This was what they did. 
They then had half a car-load of oysters grown at X 
on which they charged a dollar, and half a car-load 
from F on which they charged 75 cents for exactly the 
same service. 

'Of course there was a grand outcry at X. Their 
trade waa discriminated against in the worst possible 
way — so they said — and they complained to the rail- 
road. But the railroad-men fell back on the logic of 
facts. The points were as follows: (1) a whole car- 
load at 75 cents would not pay expenses of handling 
and moving; (2) at higher rates than 75 cents they 
could not get a whole car-load but only half a car-load, 
and half a car-load at $1 rate (the highest charge the 
article would bear) would not pay expenses. There- 
fore (3) on any uniform rate for everybody the road 
must lose money, and (4) they would either be com- 
pelled to take the oyster-car away altogether or else 
get what they could at a dollar and fill up at 75 cents. 
There was no escape from this reasoning, and the oyster- 
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men of X chose to pay the higher rate rather than 
lose the aervice altogether.' 

This case was very unusually simple. There was in 
question only a special rate on a single commodity 
between two defined pouits. The traders concerned were 
a small number, and could be dealt vntii individually 
and dii'ectly. But take a case such as the following. 

By the Great Eastern Railway, which goes in an 
almost direct line, Yarmouth is 121 miles, Norwich ia 
114 miles, and Cromer is 138 miles from London. But 
there is anutlier route via the Great Northern from 
King's Cross which, passing Peterborough, 76 miles, 
and Lynn, 115 miles, turns east along the north coast 
of Norfolk and reaches Cromer in 160 miles, Norwich 
in 167 miles, Yarmouth in 187 milea. And not only is 
this latter route a good deal longer to Cromer and 
very much longer to Norwich and Yarmouth, but all 
along its course from Lynn on the west to Cromer on 
the east it is cut by direct Great Eastern lines from 
London. The result ia inevitable. Uidess the Great 
Northern route goes out of the through business alto- 
gether, agreeing not to compete (probably being given 
a quid pro quo by the Great Eastern elsewhere), its 
possible rates for Loudon traffic are fixed for it Their 
highest pomt will be somewhere near Cromer, based on 
the Great Eastern London-Cromer distance, and they 
will fall westwards towards Lynn and southwards to- 
wards Norwich aud Yai-mouth. In other words, no 
additional charge will be made for carrying the traffic 
the last fifty miles of its journey to Yarmouth. But 
this applies to London only. Intermediate places on 
the Great Northeru, say Hatfield or Hitchin, have not 
the Great Eastern route available. They must send 
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their traflBc— goods, not passengers, for passengers can 
route themselves by breaking the journey at Cambridge 
— ^by the Great Northern circuitous route. For such 
traffic the rates, we may assume, will rise on a normal 
mileage basis, and therefore from Hitchin to Yarmouth, 
155 miles, the rates will be considerably higher than if 
the railway company had received the traffic in London, 
and had had to carry it 32 additional miles before it 
reached Hitchin. 

We may assume that, if a trader at Hitchin happens 
to discover this, he will be indignant Certainly, on 
the foce of it, he appears to be Ixsidly treated. But is 
it so in reality ? Are there any special circumstances 
entitling him to be charged less than the normal mileage 
rate ? If not, he cannot complain ; he is only charged 
on actual distance. Is the Yarmouth traffic carried ' at 
his expense ' ? No. For we have seen that, even with 
rates far below the average, it is yet more profitable to 
the railway to carry traffic than to lose it altogether. 
Is the Great Northern Company enabling the London 
trader to obtain an undue advantage over his com- 
petitor at Hatfield or Hitchin? Again, no. The 
London trader has access to the short and direct 
route. There is no reason why he should pay any 
more than the rates natural to that route. Hitchin's 
only route to Yarmouth is a circuitous one. This may 
be Hitchin's misfortune, but is not the fault either of 
the London trader or of the railway company. On the 
whole, there seems no reason to doubt that the railway 
company is entitled to carry the traffic past Hitchin to 
London for considerably less than nothing \ 

* And yet what the Americans call ^a long and short- 
haul clause ' — a clause, that is, providing that the rate for 
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It will now be seen that the phrase ' the rate which 
the traffic can bear' has two meanings. 'Can bear' 
may mean simply Ms able to bear/ as in the case of 
the oysters at X, which at a higher rate would have 
simply been shut out of the market; but may also 
mean, and very often does mean, 'Can be made to 
bear.' Clearly, if between two points, 100 miles apart 
in direct distance, there are two railways respectively 

the shorter distance, included in a longer distance, shall 
never be higher than for the longer distance, other things 
being equal— is frequently found in American legislation 
and in continental executive regulations. In this case, if 
the through traffic is of such magnitude and importance 
that the railway company cannot do without it, the inter- 
mediate stations obtain an advantage to which they are 
not equitably entitied. If the through traffic is not of 
such unportance, the railway company simply abandons 
the busmess to the rival company with the shorter road, 
or, it may be, to the competitor by canal or coasting 
steamer. In such case the railway company suffers, for it 
loses a profit, though possibly a scant one ; the traders at 
its intermediate stations suffer, for there is no through 
traffic left to contribute to the general expenses of ti^e 
railway on which they are wholly dependent. The rival 
railway or canal or st^uner gains; the traders at the inter- 
mediate stations of the riv^ railway, if a railway is the 
comx)etitor, tend to gain also ; the terminal traders are as 
they were, except so far as they may lose the advantage of 
competition — ^in facilities, not rates — ^between two com- 
panies. 

I have ignored in the text the fact that under the English 
law, as it has existed since 1888, a trader at Hitchin might 
apply to the Railway Commission to enforce a through rate 
via Great Northern to Cambridge and thence via Great 
Eastern. For,, in the first place, the law is practically 
inoperative here. Secondly, there is no analogy to it to be 
found either in American law or in continental executive 
regulation. Thirdly, if the arguments of the text are 
sound. Section 25 of the Railway and Canal Traffic Act, 
1888, though good law, is, so far as this point is concerned, 
bad economics, and it is with economics, not law, we are 
concerned here. 
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100 and 150 miles in length, the longer line cannot 
obtain a higher rate than the shorter. Or again, if 
there is a direct railway and a roundabout route of 
200 miles by sea, the railway can only obtain such a rate 
a^ represents the average sea freight with a surcharge 
for the extra safety, speed, regularity and convenience 
which the railway affords. It will be found that it is 
when 'can bear' is meant in the latter sense, in other 
words, when the question of competition arises either 
with water or rival railways, that the real difficulty 
occurs. Economic argument, commercial instincts, seem 
to point one way. The sense of justice of the ordinary 
citizen seems to point the other. And the success of 
legislatures and law courts in reconciling the conflicting 
ideas has not hitherto been conspicuous. 

Perhaps one main reason why the justice of the 
principle of charging what the traffic will bear is not 
more readily conceded is to be found in the fact that 
this principle is regarded as something exceptional — 
a claim made in reference to railway business only, on 
the ground of a supposed generic difference between 
railways and other businesses. The truth would rather 
seem to be that railways are only typical of the great 
modem business organizations. They came first, and 
their methods of charging, almost from the outset, 
differed profomidly from those of the contemporary 
small trader, to whom cost plvs a profit represented 
both an ascertainable and an obtainable price. In 
industrial undertakings nowadays 'cost' is a very in- 
determinate figure; 'profit' varies still more widely, 
both as between different parts of the same business, 
and in reference to the business as a whole. The public 
opinion of society at large still, however, assumes that 
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the old principles govern. Most people probably have 
had personal experience of travelling from A to B with 
an ordinary ticket costing, say, £l, and finding that 
a fellow passenger in the same carriage has obtained 
a Friday to Tuesday return ticket for only a few pence 
extra. And most people have, therefore, felt that they 
were being unfairly treated. If the railway could afford 
to carry a passenger to B and back again for 20^. 6d, 
208. must, they have instinctively argued, give an ex- 
tortionate profit on the single journey. And if the 
cost of carrying a single passenger were a determinate 
figure, and if to that cost it was always possible to add 
a fixed percentage representing an average and reason- 
able profit, the criticism would be just But, as both 
hypotheses are unsound, the criticism fails. There was, 
says an American writer, a 'hotel in Arkansas whose 
proprietor charged each guest the expenses of the house 
since the last one left, and collected with a shot-gun ^.' 
But modem business is not usually so simple. The 
Arkansas landlord, possessing not only a monopoly but 
a shot-gun, occupied a position of greater freedom in 
making rates than is normally possessed by a railway 
manager. Let us briefly see how far the principle 
which, in railway language, is called 'charging what 
the traffic will bear ' is applied, not only to commercial 
business proper, but elsewhere in the ordinary afiairs 
of life. 

* Railway Practice, By Gteneral E. Porter Alexander. 
Putnam & Sons. New York, 1887. ^An excellent little 
book. 



CHAPTER IX 

CHARGING WHAT THE TRAFFIC WILL BEAR 

SOME ANALOGIES 

The simplest case of sale at * cost plus a profit ' is 
perhaps to be found in the wages of unskiUed labour. 
The labourer sells his services at cost; that is, food, 
lodging and clothing according to the standard of his 
class, phis a profit; that is, so much more as the 
competition of his fellows enables him to obtain. In 
California or the Klondike the profit is large; in 
Bengal or China it is small. But in each case the 
labourer keeps for himself all he gets. He has no 
interest on capital to pay, no establishment charges, 
no maintenance of plant, no expenses of sala The 
small master tradesman of a century ago was in much 
the same position. His house was his workshop, and 
he had no machinery, almost no stock in trade, and 
consequently almost no capital. If he received an order 
for a suit of clothes or a pair of iron gates, he bought 
as much cloth or iron as he required for the job direct 
from the actual producer, worked it up into its finished 
form by the expenditure of a definite number of hours 
of labour, and then charged the customer the cost of 
materials and labour plus his own profit, fixed, no 
doubt, on a conventional scale. But who can say 
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how much is cost and how much profit in the price of 
a suit of clothes sold nowadays by the ready-made 
tailor ? 

The material, assembled from all over the world, has 
passed through many hands— each transaction repre- 
senting, it may be, a profit or a loss — ^before it has 
reached the milL The cloth as it leaves the mill is 
weighted not only with the cost of labour and super- 
vision and material, which can be pretty definitely 
ascertained, but with a share of the cost of the 
buildings, machinery, looms, &c., which is less definite ; 
and with a quite indefinite share of the cost of 
buyers, travellers, salesmen, clerks, interest on floating 
capital, &C. Is it not evidently impossible for the mill- 
owner to give as an objective fact the precise cost per 
yard of a particular piece of cloth ? Is it not further 
evident that, if he assumes 5^. per yard to be roughly 
the price that will return him his cost pltis a reason- 
able profit, this is no reason why he should sell at 58. ? 
For he will certainly not sell at 5s. if he can get 68. ; 
he will also certainly sell at 4^. if he can not get 58. 
And at 4^. he will be better off than if he does not 
sell at all ; for 4a. will cover his out-of-pocket cost for 
labour and materials and leave something towards his 
general expenses. Even 28. would be better for him 
than nothing ; for the cloth, if left on his hands, would 
be useless to him, and 28. would at least go some way 
towards paying the actual out-of-pocket cost of pro- 
duction. Further, for a considerable time at least, it 
would pay the mill-owner better to sell all his output 
at what we may call the 4a. rate than to cease pro- 
duction entirely. For— even apart from the question of 
losing his connexion— it is better to get some, though 
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an inadequate profit out of his capital, plant, and 
establishment than to get none. 

So far we have sketched in outline the history of the 
cloth, and seen that it has no precise cost of production. 
Let us now ignore all the various hands that it goes 
through, though in fact each of them must in the long 
run afiect the price— the fuller, the dyer, the ware- 
houseman, &c. — and imagine that the cloth has reached 
the tailor. Again the same thing happens. The tailor 
buys his raw material, the cloth, spends a certain 
amount in wages for cutting out and making, and then 
sells a suit to his customer at a price which covers, in 
addition to out-of-pocket cost for the particular suit, 
just as much of the general expenses of his factory 
and shop as he thinks that particular traffic can be 
made to bear. In a word, the charge to the customer 
is based on the value to the buyer of the article he 
buys, not on the cost to the producer of the article 
he sells. 

If, for a tailor in Whitechapel dealing in articles of 
necessity, we substitute tradesmen dealing in articles 
of luxury, the range of prices will be very much greater. 
The frock that in May is offered at twenty guineas by 
a Bond Street milliner, will perhaps be marked in the 
window at one-third of the price by the end of July. 
Is the miUiner, therefore, selling his surplus stock 'at 
the expense of his regular customers? Is it not, on 
the contrary, obvious that at the end of the season the 
traffic in summer frocks will only bear a low rate ; that, 
if they were not sold at a reduced price, they would not 
be sold at all ; and that then the average charge to the 
regular customers would have to be proportionately 
raised ? Once more, the principle of charging what the 
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traffic will bear is a principle not of extortion, but of 
equalization of burden. The rich customers get their 
frocks cheaper because the poorer ones pay the actual 
cost of production of the surplus which they have left ; 
the after-season buyers obtain almost at actual cost 
articles which they never could have had if the risks 
and general expenses of the shop were not covered by 
the purchases of the regular customers. 

Instances illustrating the same principle might be 
multiplied indefinitely. A house in Mayfair may be let 
furnished for 20 guineas a week before Christmas, which 
is less than one fifty-second part of the annual out- 
goings. The same house fetches 100 guineas in the 
season. Is the winter-tenant, who is brought in by 
the low rent, being housed at the expense of the 
season-occupant ? Or are they not both bearing accord- 
ing to their respective ability the total cost? Is the 
householder making an extortionate profit out of the 
tenant who can afford to pay ? Or is he rather taking 
the rough with the smooth and, on the whole, getting 
the average value of his house for the twelvemonth? 
Take yet an instance from a business apparently more 
closely resembling a railway. A jobmaster takes a guest 
to a shooting lodge twenty miles from the station, and 
charges £2. On the way back the driver overtakes 
a pedestrian and carries him to the station for 58. Is 
it any iiyury to the original hirer that the jobmaster 
gains the extra crown? Clearly the pedestrian was 
only brought in by the exceptionally low rate. There 
could be no question of making him pay half of the cost 
of the carriage both ways. 

But enough has been said to illustrate the principle. 
In commercial affidrs generally, and not in railway 
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service only, prices are based, not on cost to the 
producer, but on value to the consumer; subject to 
this, that the lowest price cannot in the long run go 
below the special cost of the article sold or service 
rendered, and that all the prices in the long run must 
cover all the costs, general as well as special, of all the 
articles or services. Or, to put the same idea in the 
language of the economic textbooks, the minimum price 
of an article of manufecture is, in the long run, its 
prime cost plus so much of its supplementary cost as 
can be charged against it. The total price of the entire 
output of the factory must equal total cost of the 
business, plus interest on the capital engaged at the 
normal current rate. 

At this stage, however, it may be said : ' A railway 
is not a shop or a factory, nor a railway manager an 
ordinary trader. A railway is by its nature a public 
or quasi-public undertaking ; it is to some extent at 
least a monopoly. The methods which are justifiable 
in the case of a manufacturer or a shop-keeper are not 
necessarily justifiable in the case of a railway.' The 
objection is a &ir one, and must be dealt with. In the 
first place, the public importance and the monopolistic 
nature of railway charges have been recognized in every 
country, and have led in many countries to these 
charges being made directly by public functionaries, 
and in aU other countries to their being subjected to 
a considerable measure of public control How, and 
in what manner, and to what extent, the State should 
manage or control railways and railway rate-making is 
a matter we shall have to consider at length, when 
we have reached conclusions as to the nature of railways 
and railway business. Meanwhile, we may be content 
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to asBume that the application of the principle will not 
go iu practice unchecked. At present we are only 
concerned with the question whether the principle itself 
is the right one. We may perhaps take it as shown by 
our commei'cial instances that differential chai-ges for 
the same articles sold or service rendered under different 
eircuniBtaaces are not necessarily unfair to or contrary 
t« the interest of the iKiyers of the higher charge. We 
will next inquire how far the principle of making 
differential chaises for services rendered at identical 
coat to the renderer is confined to commercial trans- 
ions. But before doing this, one more analogy is 
irth notice. 

The business of electric supply is usually a monopoly, 
and in this country it is more often than not in public 
hands, yet electric undertakings usually make charges 
more widely difterential than an ordinary railway. A 
typical charge is 5(1. per unit for electricity used for 
lighting purposes ; liL per unit for electricity used for 
power purposes. From the commercial standpoint the 
5d. for lighting is fixed aa the maximum which the 
competition of gas and other illuminants will permit ; 
the Id. is a charge made to induce users of steam- 
power, gas-engines and the like, to adopt electricity as 
a substitute. As a matter of equity the cafie is this. 
The electric undertaking was established primarily to 
supply light. It involves large capital cost for shoit- 
lived machinery and mains. Plant and staff' must be 
capable of dealing with maximum demand, and this 
demand — 'the peak of the load,' as it is commonly 
called— only comes for about two hours of the day, and 
; the winter mouths of the year. For twenty 
of the twenty-four the bulk of tlie plant is 
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idle; but interest, depreciation, and standing charges 
are running on all the time. Such a service cannot 
but be expensive to give. There is, however, a way to 
make it less expensive. If consumers can be induced 
by the low charge of Id. per unit to take electricity for 
power, they will use it in the day-time, to some extent 
even in the dead of night, when the machinery would 
otherwise be idle. The Id. — ex hypothesi the highest 
rate the traffic will bear— will more than cover the 
extra cost of fuel, and will help to dilute the general 
expenses of the undertaking. So far from the low 
differential rate being an injury to, or made at the 
expense of the consumers of light, the contrary is the 
case. The standing charges— the great bulk of the 
whole— instead of being charged on, say, 1000000 
units, are now spread over 6000000, and the cost of 
supply per unit is proportionately decreased. The 
increase of the low-charged power customers is the 
only means by which the lighting customers can hope 
to see the charges made to them reduced \ 



^ The analogy to the case of a railway is perfect, and at 
the same time the case, owing to the fact that the electric 
undertaking supplies one article only, is so much more 
simple, that it is worth pushing it somewhat further into 
det^. Suppose that the first 1000 000 units cost (owing to 
the very short period of the maximum load) 2d. per unit to 
produce. Suppose that another 5000 000 units can be pro- 
duced at an additional cost of *75d. per unit. The total cost 
for 6000 000 imits is then 5|?d., or less than Id, -per unit. 

The production cost is halved, and, as the result, the low- 
priced supply, which was brought in on the basis of merely 
psijmg its additional cost, is actually found to be pa3ring 
the whole of the average production cost and leaving a 
fraction over to pay interest on capital. Meanwhile an 
extra Id. out of the 5d. paid for each unit by the light 
consumers has been liberated from meeting production 
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If we turn from commercial undertakings to pro- 
fessional services, we shall find that the principle of 
charging what the traffic can bear is universally ac- 
cepted. Brokers, auctioneers, and the whole army of 
commission agents work on no other system. You can 
sell £100 Consols for a commission of 28. 6d. ; if you 
sell £10000 you will pay 100 half-crowns. And yet the 
trouble and expense to the broker is almost precisely 
the same in the two cases. But the larger transaction 
can bear the heavier rate, and the broker could not live 
if all his clients dealt in £100 amounts. It may be that 
the commission does not increase proportionately with 
the magnitude of the amount involved, but it always 
increases, even if at a slower rate. In the case of 
solicitors, again, tha Legislature has of late years 
recognized the absurdity of remunerating them, when 
concerned in the transfer of property, according to the 
length of the deed, which presumably was a rough 
attempt to pay on a 'cost of service' basis, and has 

cost and made available to pay interest on capital and 
depreciation. Clearly the high-price and the low-price 
consumers are mutually beneficial to one another. Without 
the high-price consumer the business would never be 
establi^ed. Without the wholesale production made 
possible by attracting a great volume of low-class business, 
prices coiid never be lowered. 

Imagine that a further 6 000 000 units would only imply 
a production cost of eod. per unit. The total cost for 
12 000 000 units then would be '^^^i^d. =^^d. per unit. The 

company or mimicipality could now afford to sell jwwer at 
jd. per unit, with a substantial margin over to reduce the 
charges for lighting. But the manager must needs have 
the commercial enterprise and intelligence requisite to 
gauge the possibilities of development before he makes his 
reductions. In a summer sea-side resort x)ower consumers 
wfil hardly be brought into existence even if electricity is 
given away gratis. 
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enacted that the value of the property oonyeyed, not 
the difficulty of the conveyance, shall be the measure 
of charge. Or take the case of a doctor. The master 
pays half a guinea and the butler half a crown fidr the 
same advice. If the charge were averaged, the butler 
could not pay and the doctor could not live. We may 
even ascend to a sphere m which commercial considera- 
tions are assumed to have slight weight Fees are 
charged, under episcopal sanction, to parties about to 
marry, on one scale if married by banns, and on a 
higher scale if married by Ucence ; and at funerals, 
according as the deceased is buried in an ordinary 
grave, or to . brick gr.ve, or to . taml, ™iK. tS 
Z^t I^tociple rclear. Somehow, te„n ,01 bh 
work, the clergyman, the doctory- the solicitor or the 
broker must attain an adequate remuneration. That 
remuneration, if averaged over all the persons he serves, 
would represent a sum that his poorer clients could not 
afford to pay. If, then, he refused to serve them, they 
would suffer, and so would the richer clients, for they 
would have, by themselves alone, to make up to the 
solicitor or doctor the total remuneration of which the 
poorer classes now bear a considerable though not 
proportionate share. 

Yet again. We may pass from the conduct of 
individusJs to the action of the community in its 
corporate capacity. Our fore&thers, thinking truly 
that the defence of the country was equally the concern 
of every citizen, levied a poll-tax equal in amount on 
every inhabitant Even nowadays French towns raise 
the money required for their municipal expenditure 
largely by octroi duties on necessaries of life consumed 
equally by all. But the modem canon of scientific 
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taxatioi) is not equality of payment by each taxpayer, 
but rather equality of bnrden or sacrifice. A house in 
Mayfiih', whoae occupier is never likely to receive direct 
benefits from some of the most costly local services, 
such as poor relief and education, will pay £100 a year 
towards the local rates, while the occupier of an equailj' 
large house in Brixton will pay perhaps a fifth of that 
sum. The services rendered to the householder in 
Mayiair are no more than those rendered in Brixton ; 
but the former occupies a house five times as valuable, 
and it is therefore assumed that he can afibrd to pay 
five times as much. So with imperial taxation. Not 
only ia the larger part of the revenue raised fi'om only 
a small portion of the community, but certain taxes 
arc definitely graduated to fia,vour the poor and lay 
extra burdens on the rich. Only one, the latest and 
most conspicuous instance, need be mentioned— the 
estate duty, which ranges from nothing in the case of 
very small estates to no less than 8 per cent of the 
amount in the case of property reaching upwards of 
£l 000 000. Broadly speaking, whatever complaint may 
be made of the method of application, no one questions 
the justice of the principle. The revenue must be 
raised somehow. The mass of the community can only 
pay email sums, the millionaire's estate can bear the 
difierential rate. 

I We have now discussed the meaning of the phrase 
'charging what the traffic will bear.' We have seen 
that the underlying principle is one not of extortion, 
but of remission and alleviation. We have seen further 
that, 90 far from being in any way peculiar to railways, 
it is a principle which not only pervade all business 
and all commercial and professional life, hut is 
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applied by the people at large, both locally and in their 
national capacity, as the true basis for a system of 
taxation, broadly equitable between the different 
classes of the community. We have next to discuss 
the method in which this principle is applied in 
railway pi*actice. 



CHAPTER X 



THE METHOD OF CHARGING 



CLASSIFICATION 

Previous chapters have afforded a general survey 
" of tlie essential featiirea of the busiiiess of a i-ailway. 
From the point of view of expenditure, we see that 
these features are a large preliminary expenditure of 
capital, which once spent is fixed and irrecoverable, 
and a large current expenditure of income on the 
maintenance and operation of the line as a whole, 
independent in great degree of the volume, independent 
almost wholly of the particular categories and items of 
traffic carried over it. From the point of view of in- 
come, we come to the conclusion that, as the expenditure 
belongs almost entirely to the line as a whole, it is 
impracticable to fix rates with any approach to accuracy 
on the basis of what tlie traffic costs to carry. And 
furtiier, if it were possible, it would not be expedient 
or in the public interest. For to charge against each 
category and item of traffic not only its own special 
costs, but also its full share of general expenses and 
interest on capital, would mean to shut out from carriage 
much traffic that in the interest of the community ought 
to be carried ; it would mean, further, a great restriction 
■«C the total volume of potential traffic, and so a higher 
rerage rate on the traffic actually carried. 
q2 
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Railways, therefore, in every country have followed 
the same general line of development Beginning with 
a small traffic at high rates, they have gradually by 
lower and lower rates attracted a larger and larger 
volume of traffic, partly articles of lower and lower 
value, partly articles of medium value, carried for 
longer and longer distances. Into the fixation of the 
rates for such articles 'cost of service' has only entered 
to the extent that the rates could not, broadly and in 
the long run, be put lower than the point at which the 
amount received for carriage covered the extra cost of 
the special service involved. Subject to this inferior 
limit and to a superior limit— rarely reached in modem 
practice, except in the case of goods of small value in 
proportion to bulk — ^that no rate, once it covers actual 
cost, shall be so high as to stop the traffic from going, 
the rates inter se are, as we have seen, fixed on the 
basis of what the traffic can bear. In other words, 
the traffic as a whole pays the expenses (including 
interest on capital) as a whole. And of that whole 
each item and category of traffic pays such proportion 
as it is Mrly able to pay. The apportionment is only 
a rough and approximate one, for it is made by follible 
men on imperfect data. But it aims at least to dis- 
tribute the burden according to the strength of the 
shoulders that bear it 

Finally, we have seen that this principle of charging 
is in no sense special or peculiar to railways ; that all 
highly-organized industrial and commercial undertakings 
obtain their income on the same basis ; that the principle 
applies generally to professional incomes ; and that local 
and national taxation is not only imposed in accordance 
with it, but is commonly and rightly regarded as being 
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pntljerly no imposed. But we have uoticed one poiut 
where the analogy of tajcation lails. From the tax- 
collector there ia no escape. If the Chancellor of the 
Exchequer decides that cigars can bear an extra tax of 
Is. per lb., the merchant has no resource bnt to pay- 
But if the railway manager decides that cigars can bear 
an extra railway rate of 10s, per ton, the merchant will 
not pay it if he has access to another and cheaper means 
of conveyance. 'Can bear' therefore, we mnet remember, 
must be not only 'is able' but 'will consent to bear'; and 
a good deal of the difficulty of railway-rate questions 
arises fi-om this double meaning of tlie phnise. Let 
U9 now consider the methods and machinery by which 
the principle of charging what tlie traffic will l>ear is 
actually put into operatiou. 

Theoretically, eacli category, each item of traffic, has 
its own capacity to bear a railway rate. A millionaire 
woidd pay more than an ordinary first-class passenger 
before he woiUd desist fi-om travelling ; wine may be 
woi-th a shilling or a pound per bottle; and so on. But 
in piTurtice millionaires and rare vintages are negligible 
quantities ; it is impossible to strike a separate bargain 
with each passenger or each consignor, and simplicity 
and ready intelligibility are much more important than 
theoretic equity. Accoi-dingly, even before railways 
were invented, the canals had developed a rudunentary 
classification with con'eaponding scales of rates. Once 
more the analogy with taxation is worth notice. Of 
two men, each with £500 a year, the one may be a 
bachelor with £l 5 000 invested in ' gilt-edged ' stock, the 
other a married man with a large fiimily and an income 
entirely dependent on his life and health. No one 
L'iin think that the income-tii.\ iuqilios cfpiality oF siicri- 
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flee iu these two ca8e& But the Chancellor of the 
Exchequer can only strike rough averages ; and accord- 
ingly bachelors with assured and permanent incomes 
and fathers of families with temporary and precarious 
salaries have to pay alike. The canal proprietor or 
railway manager is in the same position as the Chan- 
cellor of the Exchequer. He aims at justice and 
equality; in a rough and ready way he attains it; 
circumstances are too diverse and too complicated for 
it to be possible that he should attain an ideal 
equity. 

Canals, we have said, even before the days of rail- 
ways, developed a rudimentary classification with 
corresponding scales of rates. But here a point of 
importance deserves special notice. New means of 
communication, whether turnpikes, canals, railways or 
tramways, cannot in ordinary circumstances be opened 
without special authority from Parliament For power 
to take or mterfere with land by compulsion, and to 
cross, divert, or obstruct public highways and riyers, 
is almost always an essential pre-requisite of construc- 
tion. And in this country the Legislature has never 
given the promoters the necessary powers without 
laying upon them a corresponding obligation, and 
limiting the charges to be made to the public for the 
use of the means of communication provided. We have 
therefore, preserved in the Statute Book, the list of 
' tonnage rates ' — in modem language, the classification 
and scale of maximum tolls— originally authorized to 
be charged on every canal in the country. How for 
the maximum tolls were in fo<;t generally enforced we 
cannot know nowadays. Records have mostly perished. 
But we cannot doubt that the statutory tolls repre- 
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sented in their day the resultant of the opinion of 
promoters on the one side and public authorities on the 
other as to the basis of charge that was reasonable and 
proper. And when we see the simplicity of the early 
scales, and their progressive elaboration as time goes 
on, we can still less doubt that we see before us the 
gradual growth of knowledge as to the true economic 
basis of rates. 

Now let us turn to the specific instances, not for- 
getting that they represent, not possibly what the canal 
company ever did charge, but what Parliament at least 
considered it would • be just that they should charge. 
Notice, too, that canal tolls are only a charge for the 
use of the waterway. Cost of carriage, for which each 
individual consignor either made his own arrangements 
or entered into a contract with a carrier whom he 
selected, is a separate thing altogether with which the 
statutory schedules have no concern. 

The Glamorganshire Canal dates from 1790. Its 
schedule of tolls is simplicity itself 

Tonnage Rates. per ton 

per mile. 

Ironstone, iron ore, coal, limestone, lime, and all 

kinds of manure . .2d. 

Stone, iron, timber, goods, wares, merchandise or 

other things . . .5c/. 

The schedule of the Peak Forest Canal, sanctioned 
only four years later, is somewhat further developed 
and more typical 

Tonnage Bates. per ton 

per mile. 

For all limestone ..... lid. 

For all stone (except limestone), lime, coal, and 

other minerals . .2d. 
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For all dung, day, sand, and gravel not passing 

through a lock . . . .Id. 

For all dung, day, sand, and gravel passing through 

a lock . . . . .2d. 

For all timber, goods, wares and other merchandise, 
and all other artides, matters, and things not 
herein-bef ore particularized , M. 

Here is a third schedule, dating from 1815, that of 
the Sheffield CanaL It may be taken as showing the 
most advanced form of the old canal schedules. 

ToNNAGB Bates* per ton 

per mile. 

For all coal, coke, charcoal, limestone, ironstone, 
slag, sand, arsura, sweep-washing waste, stones, 
slates, pavors, cord-wood, cinders, manure, 
bones for manure, turnips, carrots, and potatoes 2d. 

For all pig-lead, pig-iron, ballast-iron, nut or bushel- 
iron, old cast-iron, bricks, old ropes and rags, 
timber unbroken, bones and hoofs Sd. 

For all bar, rod, or rolled iron or steel, cast-iron 
goods, deals and other broken timber, lime, 
onions, apples, pears, peas, beans, rape, line, 
cole, mustard seed, and all kinds of green 
groceries that are not by this Act specially 
diarged by name . . . . 4d. 

For all dry groceries, and all kinds of manufactured 
goods, wares, and merchandise, in casks, hogs- 
heads, or other packages . . . 5d. 

For all com, grain or malt. Id. per quarter [=roughly 5d.] 

For all other goods, matters, and things not spe- 
cially charged . 6d. 

Now it will be observed that the whole reason for 
the existence of this classification is ability to pay. 
The canal company did not handle the traffic, did not 




CLASSIFICATION 



105 



carry it, did not insure it, A ton of potatoes cost them 
neither more nor less than a ton of apples. Yet the 
potatoes were to be charged only half as much as 
apples. Old rope, it was thought, could only bear 
a toll of 2d. New rope could bear Gd., and 6d. it 
accordingly had to pay. For an all-round toll of 2d. 
per tou-mile would not, hi days of undeveloped traffic, 
adequately remunerate the proprietors ; goods of email 
value could only beai' 2d., therefore goods of higher 
value must pay up to three times as much, ao that the 
average toll may be sufficient 

The earliest railways were like the canals in that the 
ti'affic for which they were intended — goods only, not 
]);issengers at the outset — was to be conveyed, not by 
the company, but by private persons in their own 
vehicles, hauled by their own horses. An early rail- 
way schedule of tolls differa therefore in no resi)ect 
frani a contemporary canal schedule. Here are tiie 
toil-rates as authorized in 1801 for the first public 
railway which ever obtained an Act of Parliament, tlie 
Surrey Iron Railway, intended to connect Croydon 
with the Thames at Wandsworth. 

TO^XGT. RATES. ^'■X. 

For all dung carried on the raOway , . .2d. 

For all limestone, chalk, lime, and all other manure 
(except dung), clay, breeze, ashes, sand, and 
briclffl . . . . . . Sd. 

For all tin, lead, iron, copper, stone, flints, coal, 
charcoal, coke, cuhn, fuller's earth, com and 
seeds, flour, malt, and potatoes . . .id. 

For all other goods, wares, and merchandise . 6tf. 

The Rhjimiey Railway in the South Wales' coal-field 
was authorized in 1H25. A heavy traffic was un- 
iiuestionably available, and promoters and the Legis- 
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lature had, by this time, some conception of the capacity 
of a railway. Accordingly, we find the maximum tolls 
of the Surrey Iron Railway cut in half. Otherwise the 
schedule and the ratio between the highest and lowest 
classes are much the same. 

Tonnage Bates, per ton 

per mile. 

For all limestone, lime, materials for roads, dung, 

compost and all sorts of manure Id. 

For all coal, coke, culm, cinders, stone, marl, sand, 
day, iron, ironstone, iron ore and other 
minerals, building stone, pitching and paving 
stone, bricks, tiles, slates, and all gross and 
immanufactured articles and building materials 1 jd. 

For all manufactured or unmanufactured iron 2d. 

For all lead, timber, staves and deals, and all other 

goods, wares, and merchandise . . Zd. 

The year 1825 marks roughly the close of the first 
period of railway development, for the Stockton and 
Darlington Company had obtained power to use loco- 
motive engines two years before. Moreover, 1825 saw 
the first promotion of the Liverpool and Manchester 
Railway, and the following year the original Act of 
the company was passed And the Liverpool and 
Manchester Company expected from the beginning that 
passengers would use their line, and were authorized 
themselves to become carriers both of passengers and 
goods thereon, which in iact they were from the opening 
of the railway in 1830. It is interesting to note, as 
showing how entirely separate the businesses of road- 
owner and carrier were considered to be in those early 
days, that an Act of the Liverpool and Manchester 
Company in 1828 provided that, for the purpose *of 
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forming an establishment for the carriage of goods/ 
a separate fund of £127500 should be raised ; that the 
accounts of this department should be kept separate, 
and separate dividends be made in respect thereof. 
The Manchester and Liverpool was to carry on, not one 
business, but three. It was to take tolls for the use of 
the road (1) by goods, and (2) by passengers. Further, 
it was to act as a common carrier of both on its own 
road. So it needed to have not one but three schedules 
of authorized charges. The first is the femiliar : — 

Tonnage Bates. per ton 

per mile. 

For all limestone . . . , Id. 

For all coal, lime, dung, compost, manure, and 

material for roads ..... 1^. 

For all coke, culm, charcoal, cinders, stone, sand, 
day, building, paving and pitching stones, 
flags, bricks, tiles and slates , 2d, 

For all sugar, com, grain, flour, dye-woods, timber, 

staves, deals, lead, iron and other metals 2^. 

For all cotton and other wool, hides, drugs, manu- 
factured goods, and all other wares, merchan- 
dise, matters and things . . Sd. 

Then follows new matter to meet the new conditions. 
Chaises, gigs, coaches and passengers and cattle may 
pass on the railroads on paying: — 

8. d. 

For every person travelling thereon not more than 

ten miles, in any vehicle . . .16 

For ditto, exceeding ten miles but not above twenty 2 6 
For ditto, above twenty miles .40 

For every horse, mule, ass or other beast of draught 
or burden, and for every ox, cow, bull or neat 
cattle carried in or on such carriage, not ex- 
ceeding fifteen miles .26 
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8. d. 

For ditto, exceeding fifteen miles . .40 

For every calf, sheep, lamb, or pig, any distance . 9 

This second table is, it will be observed, also a 
schedule of tolls. It includes neither motive power nor 
the provision of vehicles. The vehicles, like the canal 
boats, went free. The toll was charged on their 
contents. 

Lastly, we have the following table of authorized 
charges for carriage, the earliest form of what is now 
technically known as a 'schedule of maximum authorized 
rates.' 

The proprietors may carry goods, &c., of all descrip- 
tions upon the said i-ailroad, and charge for the same, 
including the beforementianed rates (tolls), the 
following: — 

Oabbiage Bates. per ton. 

8. d. 

For all lime, limestone, dung, compost, manure, and 
materials for roads, stone, sand, clay, building, 
pitching and paving-stones, tiles, slates, timber, 
staves and deals . . .80 

For all sugar, com, grain, flour, dye-woods, lead, 

iron and other metals .90 

For all cotton and other wools, hides, drugs, gro- 
ceries and manufactured goods . . . 11 

For aU wines, spirits, vitriol, glass and other 

hazardous goods . . . . , 14 

per mile. 

For all coal, coke, culm, charcoal and cinders . 2| 

All shorter distances in proportion. 

For all persons, cattle, and other animals, such rates as the 
company may decide upon. 

Two things are here noticeable. Maximum rates 
are fixed for goods, not for persons, cattle, and other 
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Evidently it was supposed tliat coach pro 
ietors and drovei-s would be able to compete with 
tlieir own vehicles and so Ijeep down prices. Further, 
though the goods tolls rise from the lowest to the 
highest class of commodities in the ratio of 1 to 3, the 
goods rates only rise in the ratio of about 1 to 2^ 
For, taking the railway as thirty miles long, 2id. per ton 
per mile for coal would give a total rate of 2irf. x30 = 
69. Scl for coal, against 14s. in the highest class. 
Clearly, the theory was that, as the cost of carriage 
was much the same for all classes of traffic, it Bliould 
be charged alike to all ; the toll it was that should 
depend on the differential ability of the traffic to bear 
the rate. 

There would lie no profit in ti^acing further in detail 
the history of statutory maximum schedules during the 
sixty years subsequent to the opening of the Ijverpool 
and Manchester Railway. Indeed, the ' tonnage rates ' 
or mercliaudise tolls have no subsequent history. They 
are still repeated as a matter of form in every Act 
incorporating a new railway company, very much in 
the shape which they assumed nearly a century ago. 
But nowadays the railway company is the sole carrier 
its own line- or if another company carries under 
running powers," given by statute or by agi-eement, it 
carries not as a toll-payer, but on special terms pre- 
scribed ad hoc by the instrument authorizing it to 
carr)'— and toll-clauses are for practical purposes as 
obsolete as the royal veto. 
Can-iage or conveyance rates were modified somewhat 

' A toll is a charge for the use of the road. A rate is aii 
inclusive charge for the use of the i-oail anil the service of 
carriage over it. 
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in the twenty jeai-s succeeding 1825. Gross sums were 

replaced by cliarges per mile. Sometimes an inter- 

[ mediate scale, higher than the toll but lower than the 

I inclusive conveyance rate, was inserted to meet the 

f case, which never can have been anything but quite 

exceptional in practice, where the company furnished 

the motive power, possibly also the vehicle, but did 

not act as carrier. Maximum charges for the carriage 

of passengers, cattle, and other animals were also fixed, 

as soon as it became clear that of this business railway 

companies must have a monopoly. But irom about 

1845, when the statutory schedules became practically 

[ stereotyped, till 1891, when Parliament again effectively 

interfered in the matter of claHsificatiou and maximum 

rates, railway history is concerned not with legislation, 

but rather with the almost independent action of the 

companies themselves. 

The goods classification, as Parliament left it, 
enumerated, as we have seen, some forty articles, 
usually divided into four classes. All the hundreds 
and thousands of articles known to commerce, if uu- 
enumerated, were normally chai^eable as 'other articles, 
matters or things' in the highest class. Further, the 
statutory classification was based on the fundamental 
conception of a company that was a toll-owner only, not 
a carrier ; and the companies had all become carriers. 
Now to a toll-owner the method of packing, damage- 
ability, relation of bulk to weight, and average size 
of consignment matter not one whit To the carrier 
they matter a very great deal Yet again. The statu- 
tory classification was local to each company, and 
often differed fundamentally between two neighbouring 
I systems or even two adjacent parts of what had in 
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CLASSIFICATION III 

tlie course of time become the same system. A still 
more serious point, the statutory maxima were fixed 
at so much per mile. Terminal accommodation and 
terminal services before and after conveyance were 
entirely independent of the length of haul, which was 
the sole consideration governing the quantum of the 
statutory charge. Was the statutory charge intended 
to cover this accommodation and these services, or was 
it not ? Naturally, the traders took the one view, the 
railway companies the other ; and a controversy between 
them smouldered for a generation, breaking out at 
intervals into open fire, till at length, about 1890, it 
was decided, first in tlie law courts, and then by 
Parliament, anbstantially in favour of the railways. 

But long before this the railway companies had 
acted on their own responsibility, and, working through 
the instmmentality of the Railway Clearing-House, 

ich was established in 1850, had elaborated for 
lemselves an adequate classiScation, which, for through 

ifiic at least, applied all over the country. The three, 
r, or five classes of the statutory clasaificationg were 

ipaiided to seven. At the bottom of the scale was 
a Mineral Class, divided into two sub-classes, known 
as M(a) and M(b). This class applied only to minimum 
consignments of 4 tons, loaded and unloaded by the 
owners, and the rate covered only carriage from station 
to station. In M(a) was included primarily coal, but 
also coke, iron ore and furnace slag. M(b) was a much 
longer list, and contained other primary articles of 
equally small, sometimes even of less value, which, how- 
ever, are not consigned in great quantities like coal and 

instone. Clay, sand, manure, limestone, chalk, salt or 

me in the rough, are typical of this sub^ilass, though 
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it also contained ores of poor quality, nitch ns those of 
I zinc and copper, and aome articles of Himple manu- 
iacture, such as bricks, paving stones, pig-iron. Then 
came Class S (Special), applicable to consignments of 
not less than 2 tons, carried from station to station 
only, and comprising among the more important 
I articles, hay and straw (machine-pressed), grain, flour 
and seeds, artificial manures, chemicals, lead ore, and 
rough iron goods, such as rails, bars, girders and the 
like. GenericaUy, the goods in this part of the classifi- 
cation—the lettered classes-were known as S to H 
(station to station) traffic. As a rule they traToUed in 
open, uncovered trucks, and were loaded and unloaded 
in the open air. 

Above the lettered classes came five classes, 
numbered in ascending order from 1 to 5'. The 
rates for these classes were known as C and D (col- 
lection and delivery) rates, because they included 
not only carrii^e on the railway, but also collection 
beforehand from the consignor and delivery after- 
wards to the consignee, if within a reasonable 
I distance ''. They were charged, to use the French 
plirase, without condition of tonnage, except that for 

' Engliah railways, like English, schools, show theii' 
ioaularity by numbering the opposite way from the reet 
of manland. The English Sixth Foi-m is the German or 
French Prima. To a non-Englishman a 'first-class rate' 
means tlie behest rate charged. The origin of the opposite 
practice on Englida railways is evidently that the statutory 
classifications, though they gave no numbers, always 
enumerated the lowest classes first. 

'-' The sy&tem of including cartage charges in the railway 
rate is peculiai- to England. In most o&er coimtries the 
railway organization will perform the services, either 
directly or through \\& agents, but a distinct extra charge 
\ is always made for it, Comparisons between English and 
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consigiuneuts leas than 5001b. a surcharge was made 
beyond the regular tonnage rate. The goods in the 
ntmibered classes usually required to be protected 
from the weather in transit and to be loaded and 
unloaded under cover ; consequently they were often 
known as 'ahed goods.' Moreover, the service of load- 
ing and unloading was performed by the company, and 
the cost of it included in the gross rate charged. 
Here are specimens of the articles included in the 



^^^^Claas I, Iron and steel hoops, pipes, sheets, plates. 
^^^M Common vegetables and fi-uits. Paper-making 
^^^H materials and common paper. Raw cotton. Ship 
^^^V or dog biscuits. Bottles (common). Beer in casks. 
^^^V Tallow. Oil in casks. Light scrap iron. Tiu ore. 
^^^pClass II. Mineral waters. Beer in bottles. British 
^^^ wine in casks. Cured bacon (packed). Biscuits, 
r Brass. China in casks or crates. Cocoa-nut 

I matting. Nickel ore. 

Class IIL Cotton and linen goods. Cured bacon, 
unpacked. Blankets. Books. Boots in casks, 
cases, or boxes. China in hampers. Woollen 

foreign railway chargee are often unfair because no allow- 
ance is made for this important diffei-ence. Tlie railway 
companies south of the Thames used not to conform to this 
system, and they still do not, so far as their own local traffic 
is concerned. The system had one curious result. At a 
small country station the railway company did not and 
could not maintain a cartage staff ; the consignee therefore 
had to fetch away his own gooda. But he was charged a 
rate baaed on the supposition that they were delivered to 
his door, as in fact tiiey were to his neighbour's in the 
adjoining town, free of charge. Nowadays in such cases, 
where a railway customer knows his righte and is insistent 
to obtain them, a ' cartage drawback ' is allowed according 
to an established scale. 
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cloth packed iu trusses, packs, or bales. Tea. 

Silver ora 
Class IV. Pine-apples. Boots in white rod hampers. 

Fresh hams or bacon. Brooms and brushes not 

packed. China in boxes or cases. Woollen cloth 

m boxes, cases, parcels, or hampers. 
Class V. Amber. Aniline dyes. Peaches and apricots. 

Bonnet boxes. Basket work. BismutL Boots iu 

hampers (except white rod). Clocks. Millinery. 

Artificial flowers. Silk. 
It has been already observed that the classificatiou 
of goods from the point of view of a toll-owner is 
different from that which is reasonable for a carrier. 
The toll-owner is concerned only with the value of the 
goods, that is, with their ability to bear a higher or 
lower rate. The carrier has to regard the differences 
between goods mainly as they affect cost of carriage. 
From this point of view he considers bulk in proportion 
to weight, method of packing as it affects both con- 
venience of handling and loading and liability to 
damage, and the average quantity carried in one 
consignment, more especially if, like guano or gas-lime, 
the article is one which from its nature must be loaded 
separately. Now a railway company combines the 
functions of the toll-owner and the carrier. Naturally 
therefore the classification partakes of the features of 
both its parents, and sometimes the one feature and 
sometimes the other predominates. Take ore, for in- 
stance, ranging from iron in the lowest class of all, 
right up to silver in Class III. Here the dominant, 
almost the sole, reason of the classification, is value. 
On the other hand, few things are more valueless than 
old tin kettles. But, in railway phrase, they give 
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'tincommoiily bad loading,' so eost-of-carriage motives 

irce them into Class I as 'light scrap iroD,' and the 
value principle has to give way. Aii illustration of the 
conflict of the two principles may be found from the 
various entries of china : china in casks or crates, 
Class II ; china in hampers, Class III ; china in boxes 
or cases, Class IV. Evidently china in a box will 
pack better into the truck than china in hampei's. 
Evidently also it is less liable to iryury. But ex- 
perience showed that the custom was to pack the 
more valuable kinds in boxes, the cheaper kinds in 
hampers. So china in boxes is classed highest, both 
as better able to bear the rate and also as likely to 
lead to heavier claims for breakage. One more illus- 
tmtion may be giveu. The value of beer is much the 
saute as that of British wine, and the casks are the 
same. But British wine is couaigued in single caeks ; 
beer in truck-loads, if not train-loads. So beer appears 
in Class I, the wine in Class II. Tlie reader can work 
out for himself fi-om the specimen articles given above 
other applications of the conflicting principles. 

Such was the classification which the English railway 
companies, with neither help nor hindrance from public 
authority, worked out for themselves in the firet fifty 
yeai's of their history. Many of the charges made under 
it were probably extra-legal, some were doubtless posi- 
tively illegal But on the other hand, the classifications 
and charging powers embodied in the Companies' Acts 
were as obsolete as the Cambridge Statutes requiring 
undergraduates to wear sub-fuse garments and to refrain 
from playing marbles on the Senate-House steps, and 
the trade of the country could not possibly have been 
conducted under them. 

h2 
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In the hands of the companies and the Clearing- 
House the classification grew rapidly. In 1852 there 
were 748 articles enumerated, or, to speak more accu- 
rately, enumerations of articles ; for the same article, 
as we have seen, often appears several tunes over. In 
1860 the number of entries was 816, in 1870 it was 
1621 ; in 1880 it had risen to 2373, and in 1886 to 2753. 
Of these 2753 entries, 103 referred to articles outside 
the ordinary classes, the remaining 2650 were thus ap- 
portioned : — 

Mineral (A) and (B) 

Special 
ClassI 



n 
m 

IV 
V 



80 
U6 
453 
600 
672 
319 
180 



And the vast proportion of these articles, having been 
left unenumerated by Parliament, were legally ^ other 
articles, matters or things' for which the companies 
were entitled to charge their maximum rates. 

^ EaUway Rates, English and Foreign, By J. Grierson. 
London, Stanford, 1886. 



CHAPTER XI 

THE METHOD OF CHARGING 

RATES 

In the last chapter we traced in some detail the 
growth of the English railway classification. But a 
classification by itself is nothing ; it is only the foun- 
dation on which the edifice is to be built up— the 
framework to which the tarifb or schedules of rates 
are to be attached. Each class of the classification 
pre-supposes and requires as its necessary complement 
a table of rates chargeable for the carriage of the arti- 
cles compidsed in the class. 

And here an author, writing from the English point 
of view, is at a serious disadvantage. Other countries 
have normal mileage tarifis. Such tarifb may be sub- 
ject, indeed are subject, to exceptions so numerous 
that the normal tarifis sometimes disappear from sight 
altogether. But normal tariff at least exist; they are 
printed in a convenient form ; they can be studied ; 
and the scheme of charge on which they are based 
can be ascertained and critically discussed. In Great 
Britain, alone perhaps of civilized countries, there is 
no recognized normal tariff of goods rates for any 
individual company, still less for the railways of the 
country as a whole. The explanation of this anomaly — 
BO far as it is not due to the instinctive hatred of the 
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practical Englishman for logic and symmetry — must be 
sought in history. 

The original statutory maximum schedules were, as 
we have seen, quite symmetrical — one penny, two- 
pence, threepence for each mile travelled. But these 
schedules only applied to quite short distances — the 
Great Western Railway, 118 miles from London to 
Bristol, was probably the longest line ever sanctioned 
by a single Act ; half this length would doubtless be 
much above the average. The statutory maxima by 
the North-Westem from London to Carlisle were con- 
tained in half a dozen different Acts for separate sections 
of the route— the North London, the London and Bir- 
mingham, the Trent Valley, the Grand Junction, the 
Lancashire Union, the Lancaster and Carlisle, and 
probably others. Moreover, as we have also seen, 
the statutory schedules with their rudimentary classi- 
fications dropped mto practical abeyance at a very 
early date. Even had they remained operative, they 
could not have had much real influence on the situa- 
tion. For distances in England are so short; com- 
petition by sea, canal, or rival railway is so ubiquitous, 
that even after twenty or thirty miles a mere mileage 
tariff may often become unchargeable. And if normal 
tariff were not chargeable, where, would naturally ask 
the practical man, was the use of compiling them, 
especially as there was no regulation requiring that 
rates should be published before they were put in 
force? 

An English manager therefore has not, and never has 
had, a formal tariff, by consulting which he can say — 
as his French or German or American colleague could 
say at once — what is his normal rate for Class I trafiic 
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fer thirty miles, C'lass III traffic for seventy-five miles 
«nd BO on. He poeeeBsea no general table of ratea ; 
" only an immense number of separate and individual 
tables ; one table of the rates chargeable from station 
A nmtmiatim to all the other stations with which it 
exchanges traffic ; a second table of the rates charge- 
able from station B iwraiimtim to all other stations, 
and so on ; as many separate tables as there are 
separate stations. Not merely, be it observed, is there 
no normal mileage tariff common to the whole country, 
or even to the entire system of a particular company ; 
no individual station even has a mileage tariff taking 
that station as a basis ; each station has merely a book 
stating the distance and the charge made therefor, 
according to class, to each other station with which 
through rates are in operation. 

Now scales of charge wbich have grown up in this 
imsysteinatic way must naturally contain a good deal 
of what is mere accident that could not be explained 
on any logical grounds. But for all that, there must 
exist an underlying system. A rough outline of the 
English system of rates as it exists, and postponing for 
the present the discussion of the charges introduced in 
1891, when Parliament interfered to recast and simplilj' 
and modify the system, would be somewhat as follows. 
At any given station there is a rate-book, giving rates 
from that station for each of the classes of the classifica- 
tion to all the stations on each side to which traffic is 
booked. And, except for goods in the lowest or lettered 
classes, these rates, knomi therefore as 'class rates,' 
include, as has been already said, the services of 
'collection and delivei^'; that is, the fetching of the 
K»ds from the door of the consignor and the delivering 
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them to the door of the consignea Now collection and 
delivery is not only expensive, but it is equally ex- 
penaive whether goods are carried on the railway for 
ten miles or five hundred. The same may be said of 
terminal service and accommodation when the goods 
reach and leave the railway Ime. Sorting, weighing, 
invoicing, loading, unloading, checking, &a, have to be 
performed and paid tor\ A further point must be 
noticed. Rates are chaiged per ton, but a reference 
to the typical articles enumerated in the last chapter 
will show that, in the higher classes of the classification 
goods are not likely to be often sent except in quite 
small consignments, and therefore the rates quoted for 
them must, as a matter of business, be on the assump- 
tion that such will be the case. And small consignments 
mean to a railway three distinct sources of serious 
additional expense: separate collection and delivery, 
separate handling, invoicing, accounting, &a, at the 
terminal stations; and bad loading in the railway 
wagons. 

Naturally, therefore, rates for short distances will 
show excessively steep gradations from the lowest class 

^ The companies as between themselves — ^when, there- 
fore, they have no motive for exaggerating— redcon that 
terminal service, including collection and defivery, costs on 
the average Ss, 6d. per ton in London, 48, per ton elsewhere. 
In other words, if a ton of goods is sent from London by 
the Great Eastern to Halstead on the Colne Valley Railway, 
a distance of sixty-six miles, supposing the rate charged to 
be 15s., then the Great Eastern Company will take, out of 
the 16d., 88, 6d. for terminal in London ; the small company 
48, for terminal at Halstead. There remains 28, 6d. as the 
sum attributable to conveyance proper, and this will be 
divided between the two comi)anie6 in proportion to 
mileage, -|| to the Great Eastern, ^ to the Colne Valley 
Company. 
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to the highest. A iiite for six miies may be in Class A, 
9d. ; in Clase V, 12«, Class A rate assumes a truck, the 
property of a private owner, handed to the company 
ready loaded with coal at a colliery junction. The 
company has only to attach the engine, marelial tlie 
truck into a train, haul it to destination, and hand it 
over to the consignee to deal with. In other words, 
the rate covers tittle beyond actual haulage along the 
railway — includuig therein, of course, a proper share 
of the maintenance of the road and of hiterest on the 
cost of its construction. But in Claos V the 12s. rate 
is charged, let us say, on 5 cwt of straw hate from 
Luton to Dunstable. The company in this case has to 
fetch several large cases from the factory at Luton, 
load them in a shed into the truck, carry them on the 
railway, unload them at the other end, cart them to 
consignee, and iusm'e them f^imt lose or damage 
throughout. For all this it receives Sa. Further, it 
is to be noted that the truck of coal contained 10 
tons ; tlie truck with the hats is hardly likely to carry 
more than 1 ton. Nominally, the railway rate is Hd- 
per ton per mile for the coal, 28. per ton per mile for 
the hate ; yet it may well be that the former rate is too 
high, the latter too low. 

Another point may be observed. Except for small 
miscellaneous consignmente the 12s. rate is largely what 
is called a 'paper rate.' That is, it is not a rate at 
which traffic will really pass. Any one with wholesale 
business in hats between Luton aud Ounstable would 
find it much better worth hia while to cart his goods 
all the way than to pay the railway charges. It comes 
to this. The railway for high-class goods carried short 
distances cannot afford to make anything but a very 
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high charge per mile. That charge is higher as a rule 
than the traffic will bear. Therefore the traffic does 
not come to the railway at alL On the coal, on the 
other hand, the railway can afford to make a charge 
much lower than the coal-owner could obtain by any 
other means of carriage, and therefore the railway gets 
the traffia 

Now let us suppose a distance of 100 miles instead of 
six. Here the Class A rate will be probably about 6^ ; 
Class y, say 35^. The ratio between the two rates has 
become six to one instead of sixteen to one. The coal 
rate has mcreased eightfold, but the distance sixteen- 
fold. The highest-class ^te, however, has increased 
less than threefold. The coal rate has increased much 
more proportionately than the Class V rate, because it 
was based almost wholly on mileage, while the other 
rate was mainly made up of terminal charges at both 
ends, quite independent of mileage. We may suppose 
that the termmal services on the high-class traffic 
absorb 10& per ton. We have then left a conveyance 
charge of 28., which is equal to 4d per mile for the 
shorter distance, and of 25^., equal to 3d. per mile for 
the longer distance. In the case of the coal we may 
neglect the terminal charges altogether, and say that 
the rate is lid. per ton-mile for the longer distance, 
id. for the shorter. 

The conveyance rate per mile, it will be observed, 
falls in both cases as the distance increases, and this is 
explicable on two grounds. In the first place, it costs 
a good deal less to carry 1 ton a hundred miles than 
to carry 16 tons six miles, though in each case the 
process is expressed as the carriage of 100 ton-miles \ 

^ Broadly, for the reason that long hauls get more 
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Further, tmftic beconiea lesa and less able to bear the 
i-ate as each successive mile is travelled and charged for. 
The former coimideratioii — that based on the coat to 
the milway— applies equally to traffic of all kinds. 
The latter^based on the capacity of the customer to 
pay— naturally applies with lees and less force as the 
value of the article carried increases. In the case of 
coal, where the difference between pit cost and the 
effective demand price at the consuming point is not 
many shillings, it applies early and forcibly. In the 
case of hats worth very many hundred pounds per ton, 
it hardly begins to apply even where rates are the 
highest and distances the longest practically attainable 
on railway lines. So we see that, whereas the unaided 
cost of carriage principle brings down the hat-rate from 
4f/. to 3fA, the combuiation of the two principles brings 
down the coal-rate fi-oin lirf. to l«l., a ratio in the 
former case of foiu' to three, in the latter of two to one. 
Now let us put our imaginary pair of stations 1 ."jO 
miles apart Here the scale of rates would be probably 
something as follows : — 

Class A, 78. Class II, 25s. 

„ B, 11«. .. in. 32s. 

., C, 15a. „ rV. 40s. 

.. I, 2iw. ., V. 47s. GfL 

!oal begins to touch the maximum rate that it can 
bear ; consequently it is only charged an extra 28,, or 
less than irf. per ton-mile, for the additional fifty miles, 
Tlie hats, on the other hand, are charged at the fidl 
rate of ad. for each additional mile. The total rate 

mileage out of engines, wagons, ti-ain-staff, &c,. than a 
number of short hauls, necessarily with waita between ; 
engines and wagons are better loaded, and the hne is moiw 
continuously utilized. 
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per mile is lower for 150 than for 100 miles, because 

' tlie terminal cliarges are spread over a longer distance. 
But the mileage charge in not decreased. And this is 
but reasonable, for it is only at the commencement of 
the scale that an increase of conveyance distance causes 
a rapid decrease of conveyance cost per mile. 

Beyond this distance of 150 miles there is no profit 
in tracing the growth of mileage rates. They are 
beginning to be rates that traffic in the lower classes 
cannot bear. They may exist in the rate-book, but 
they will be little more than 'paper rates." Even the 
high-class rates will not show any regular arithmetical 
progression. Not that hats and the like could not bear 
a rate of 858. for 300 niil^, 110s. for 400 miles, and so 
But, as has been pointed out earlier ', ' can bear ' 

I means sometimes 'is capable of bearing,' sometimes 
'will consent to bear.' From London to Edinburgh 
the hat-rate is fixed, not according to abstract con- 
siderations of justice and equality of sacrifice, but at 
a price just so much above the rate by steamer as the 
hatter will consent to pay for the superior safety, 
regularity, expedition, frequency, and convenience of 
the railway service. 

But water competition is not the only factor to 
disturb the symmetrical progression of the mileage 
scales. Between any two large toivns in this country 
there are usually two or more competing railway routes 
of different lengths. From London to Portsmouth, for 
instance, there are two routes, seventy-four and eighty- 
six miles in length respectively ; from Loudon to 
Exeter two, 171 and 194 miles ; from London to Bristol 

J there is the direct route of 118 miles and a circuitous 
' See p. 85. 
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route nearly twice as long in the hands of the Midland, 
passing from Birmingham through Worcester, Chelten- 
ham, and Gloucester, at all of which points the Midland 
line is cut by a direct Great Western line from London. 
That the long line cannot charge more than the short 
line to the competing point is obvious. So, as the 
phrase goes, 'the short line rules the rate,' and the 
Brighton line has to accept South- Westeni rates, based 
on its aeventy-four miles, to Poitsmouth, and these will 
be the milea^ rates eutei-ed in the Brighton Company's 
London rate-book. But what of the stations situated 
on the Brighton line short of Poi-tsmouth, but more 
t)ian seventy-four miles from London ; on the Great 
Westeni more than 171 miles from London, but abort 
of Exeter ; on the Midland between Birmingham and 
Bristol? Three solutions are possible. The rates to 
the last few stations iuto, say, Exeter, may be made the 
same aa the rates to Exeter, or they may rise to the 
highest point at about 183 miles from London and fall 
again as Exeter is approached. Or lastly, the company 
may, if the disparity of distance is too great, not 
attempt to touch the competitive business and keep 
up its local rates. It depends on a number of circum- 
stances which of these solutions is actually adopted. 
The instinctive desire of the company will naturally be 
to keep np the local mtes, and at the same time to put 
the rates to the competitive point on a level with the 
rates of the short-distance rival But to charge more 
for the short haul than for the long has a strong 
appearance of irynstice, and is often made impossible 
by public opinion, even if not by positive law '. 

There are in the United States ' long and short haul 
clauses,' of varioue degrees of severity, in the railway law 
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So feu* we have been dealing with the normal scales 
of rates which are professedly based on mileage. When 
we consider the ubiquity in this country of raUway 
competition, even for quite short distance^and of water 
competition for longer distances, and when we realize 
further that competition necessarily upsets the mileage 
scale, not only at the competing point, but within its 
whole range of influence, we are able to appreciate that 
even these normal scales are far from being symmetrical 
mileage tariff But this is not all, nor indeed the 
principal part of the story of English railway rates. 
Our mileage rates, speaking broadly, only touch the 
retail business of the country. The wholesale traffic, 
the large consignments, the constant interchange between 
great centres, the export, import and transit trade — 
all this is done at what are called * special ' or ' excep- 
tional ' rates. 

Called 'exceptional,' they are rather the rule than 
the exception. What proportion of the total tonnage 
pays 'sciale' or 'special' rates respectively, either on 
English railways as a whole or on the railways of any 
particular company, probably no one knows with 
accuracy. Certainly no statistics are published. But 
the general manager of one of the great companies 
declared twenty years ago that only 15 per cent, of his 
company's business was done at scale rates. Exceptional 
rates are always below the scale rates. But they may 
be anything from 5 to 50 per cent, or even more, below. 

both of the Federal Gk)vermnent and of very many separate 
States of the Union. Our own law (Railway and Canal 
Traffic Act, 1888, sec. 27 (3)) empowers but does not require 
the Railway Commission to prohibit higher rates for the 
shorter distance. But I am not aware that any case has 
actually been decided under this section of the Act. 
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Further, tliey niay be made with reference to the mile- 
age scale — 8o much j)er cent off— or they may be fixed 
regardless of mileage at a iiositive figure, so much per 
ton from A to B. hi this latter case the mte is, of 
course, only available between the specific points 
named. Special rates made by percentage concessions 
are usually applicable all over the line, provided the 
conditions attached to them are complied with. 

The simplest form of a mte of this kind is the series 
of 'owner's risk' rates. A reduction of 10 or 15 or 20 
per cent off the ordinary class mtes, according to the 
charactei' of the goods, is made on a veiy large nimiber 
of articles, glass, china, damageable iron castings, 
machinery, Ac., when the consignor contracts to relieve 
the railway company of their common law liability for 
loss or damage. It will be observed that the per- 
centage reduction is very much more than the cost of 
actual insurance could amount to. In fact, it is a 
method of differentiating between the regular trader, 
who alone is likely to avail himself of the option, and 
to whom a 10 or 20 per cent, discount off his annual 
bill for carriage is a serious matter, and the casual 
customer who «ill pay any railway rate chained without 
hesitation. These ' owner's risks rates ' are, however, 
perhaps more properly described by their official title 
of ' reduced class rates ' than as exceptional rates. 

An e.\ample of a somewhat different kind is to be 
fowid in the exceptional rat^ for grahi. Grain is 
classified in (Jlass 0, provided it is sent in consigimients 
of at least two tons. But a two-ton consignment is 
quite likely to require, though not to occupy, an entire 
truck for its conveyance. It is therefore much in the 
interest of the company to encourage the farmer to 
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Bend his produce jq lai^er lota It is also much iii the 
interest of the fanner to save on his carriage bill 
Accordingly, rates lower than the normal Class C rates 
are put in force for 4-ton Iota, still lower rates for Iota 
of 6 tons. Whether these rates are entered ostensibly 
in the rat«-books all over the system as percentage 
reductions for large quantities, or whether, bb is more 
usual, they are entered as special rates nominatim from 
a particular local station to the neighbouring market 
or milling centres, they are equally in fact general 
concessions given whenever they are likely to be made 
use of in consideration of larger quantities being sent. 
The two governing principles, coat of carriage on the 
one hand, what the traffic will bear on the other, 
combine to explain them. 

Lastly, we come to special or exceptional rates 
strictly so called. Let us take as au illustration a 
specific trade. Tin-plates are manufactured in hundreds 
of thousands of tons in the valleys of Monmouthshire 

and South Wales. Thence they go in wholesale 

^^^L quantities to the manufacturers of hollow ware — pans, 
^^^H cans, kettles and the like — or to the merchants in the 
^^^r great centres ; they go in still larger quantiti^ to 
W Liverpool and London for shipment all over the world, 

I The distributing merchant in his turn sends out tin- 

I plate to the ironmongers all over his district, a box or 

I two at a time. We shall find that tin-plate gets three 

I diflerent sets of rates corresponding to these three 

I diSerent conditions. It is placed in the classification 

I in Class I, and the local retail traffic will go at the 

I Class 1 rate, averaging perhaps 2d. per ton per mile. 

^^^H From the mill to South Staffordshire the charge may 
^^^K be 12& 01 I5s. a ton, equivalent to a rate of l^d. or 
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Hd. per mile iii 2 or 4-ton lots. Lastly, to Liverpool 
the rate may come down to 98. or lOa, a good deal 
below Id. per ton per mile. At any higher rate coaat- 
ing vessels would carry the traffic round by sea from 
Newport or Swansea, and, as we have seen in an earlier 
chapter, to the railway manager 'any rate is better 
than no rate.' 

Take another instance. Tlie Birmingham Corpora- 
tion has recently constructed in a remote Welsh valley 
a series of liuge reserroirs and built an aqueduct thence 
to Birmingham. Into a district whose requirements 
are normally on a very retail scale cejnent had to be 
carried in tens of thousands of barrels and iron pipes 
in thousands of tons. Special rates are put in force 
for the exceptional traffic and withdrawn when the 
work is completed. Here is a case of a different kind. 
An iron-works draws its supply of limestone within 
a radius of thirty miles. Fifty miles off there ia a 
quarry of good quality and easily worked. The owner 
goes to the railway company, points out that he can 
sell his limestone at the works for 7*. a ton ; he can 
produce it, allowing for royalty, cost, and profit for 
is. ; he thinks he could do a trade of 30,000 tons in 
the year, if he can get a railway rate of 3«. a ton. And 
though the normal Class A rate would be more like 5«., 
and though the railway manager will do his best to 
argue that the producing cost will be less than is., and 
that the selling piice is more than 78., if the quarry 
owner can make good his figures, hia chance of getting 
the exceptional rate he asks for will be a very good 
one '. But the rate will very likely be coupled with 

' I have refrained in the text from all allosion to the 
effect this special rate may have on other comparable rat«s 
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a condition that not less than ten trucks shall be sent 
in a single consignment, or that the traffic shall amount 
to a minimum of 2000 tons per month. 

Exceptional rates are often made, not for an individual 
colliery, works, or station, but for a whole 'group.' There 
is, for instance, a group-rate from the South-Yorkshh^ 
coalfield to London, whatever be the colliery of origin 
and whatever be the station of destination. The 
advantage in simplicity is obvious; the London coal- 
merchant can buy on equal terms from every pit within 
the group ; the coal-owner can bring his coal to bank 
at whatever pomt is most convenient within the field. 
And where the grouped collieries do business towards 
all points of the compass no one is likely to offer 
objection. When, however, the output all goes away 
in one direction the colliery owner nearest the con- 
suming points is apt to think that the railway company 
is depriving him of what he calls 'the natural advantage 
of his geographical situatioa' 

and on rival producers. It seems better not to complicate 
the general question of rate-making by introducing the 
very difficult subject of ^ undue preference.' It is a subject 
that can never be absent from a railway manager's mind 
every time he is asked for a new special rate. But its full 
discussion will be better reserved for a later stage. 



CHAPTER XII 



CLASSIFICATION AND RATES 



THE INTERFERENCE OF PARUAMENT 

In the two previoiia chapters we have sketched the 
development of our English system of rates and 
classification. We have seen reason to think that the 
early Parliamentary schedules, for goods traffic at least, 
were obsolete even before they were enacted. Certainly 
tliey became obsolete at a very early date. They were 
forgotten or tacitly ignored, like many other Acts that 
only remain on the Statute Book because no one has 
attempted to put them in force. There might be and 
were serious complaints of relative inequality in rates, 
and Parliament established more than one tribnnal 
to deal with the matters. But to the absolute tpiantum 
of the rate little attention was paid. And, indeed, 
manufacturers and merchants, who, with the aid of the 
rapidly extending railway system, were capturing the 
trade of the world, wlio remembered what rates had 
been in the pre-railway days, were not likely to 
complain very seriously. But the Acta remained in the 
Statute Book all the time, and when depression 
succeeded the great outburst of trade activity in the 
early ' seventies,' traders began to claim their protection. 
It was freely asserted that the companies were making 
charges in excess of their legal powers. 
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The assertion was easy, the proof of it exceedingly 
difficult For one thing, it was by no means clear 
what the charging powers of the companies were. Not 
only was a through route made up often of half a 
dozen different sections of line, each authorized under 
a different Act, with divergent classifications and vary- 
ing scales of charge, but sometimes it was not clear 
under what Act the line had been actually constructed 
There were even cases of lines where no maxima existed 
at alL Assuming that it had been ascertained what the 
maximum legal rate was, it was still a question what 
that rate was meant to cover. That it at least did not 
cover the services of collection and delivery outside the 
railway premises was admitted. But it was claimed on 
the part of the traders that it covered everything else ; 
on the part of the railways that it covered mere 
conveyance along the line, and that everything else, 
the use of the station, checking, weighing, invoicing, 
loading, marshalling, unloading, &c., was legally subject 
to a reasonable but undefined additional charge. If the 
traders' view was correct, millions of rates were 
undoubtedly illegal If the raUway contention was 
sound, a rate would need to be very extortionate 
before it could be challenged on the ground that it 
exceeded the legal maximum. On this question of the 
right to charge terminals a long battle was fought in 
the law courts. The decision mainly turned on the 
question what meaning a varying body of legislators, 
who may be assumed to have had no special familiarity 
with the subject on which they were legislating, intended, 
in and about the year 1840, to attach to the words 
*the services of a carrier.* A wealth of antiquarian 
research, naturally undertaken with more advantages 
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by the railway companies than by their opponents, was 
directed to the Botution of this question. In the end 
the victory was in the main with the companieB, but 
before the final and most important decisions were 
given, the matter had been referred from the law 
courts to the judgement of Parliament. 

The question of railway rates occupied the attention 
of Parliament almost continuously for thirteen yeai-a. 
In 1881 a Committee was appointed by the House of 
Commons. This Committee took evidence of gi'eat length ; 
but, not having time to report, was re-appointed 
in 1882, when it took further evidence and reported. 
It recommended : — 

1(1) 'That one uniform classification be adopted over 
the whole railway system. 
(2) '"Tenninal" charges to be recognized, but 8hI>- 
ject to publication by the Companies, and in case 
of challenge to sanction by Railway CommiBsion. 
(3) 'That on application by a railway undertaking 
for Parliamentary powers attention should be 
directed by some public authority to the pro- 
posed, and in the case of an exiBtiug company, 
to the existing rates and fares, with a view to 
their comideratiou by the Committee.' 
The Committee further expressed their ' opinion that 
it ia essential to the protection of the public that a 
maximum rate should be fixed in all cases.' 

It natumlly devolved upon the Board of Trade to 

I bring in a Bill to give efiect to the report. Two 

I points were obvious, though the attention of the Com- 

I mittee doeu not appear to have been directed to them. 

A new classification could not possiblj' be api)lied tu 
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the old maximum rates of the various nulwaya. Secondly, 
a piecemeal reyidon of existing rates, as and when each 
company applied to Parliament for new powers, was 
unworkable. A Private Bill Committee, before which 
the North-Westem came with a proposal for some small 
new branch, could not possibly attempt to reyise the 
existing rates over the whole North-Westem system. 

In the sessions subsequent to 1882 various attempts 
were made by successive Presidents of the Board of 
Trade to deal with the question. Finally, an Act^ which 
became law under the title of the Railway and Canal 
Traffic Act, 1888, settled the method in which a revision 
of the statutory rates for goods— passenger fares and 
tolls for goods were left untouched — should be carried 
through. 

The Act of 1888 laid down that each company, or 
in its defiEiult the Board of Trade in respect of each 
company, should prepare for submission to Parliament 
a revised classification and schedule of maximum rates, 
and that such classifications and schedules, when ap- 
proved by Parliament, should take the place of those 
contained in the whole of the existing Acts. In pursuance 
of this legislation two special Commissioners appointed 
by the Board of Trade held an inquiry extending over 
the years 1889, 1890, and the Board of Trade ultimately 
submitted to Parliament a series of thirty-five Provi- 
sional Orders. These Orders were subjected to a further 
exhaustive examination by a Joint Committee of the 
two Houses in the sessions of 1891 and 1892, and, after 
considerable modification at the hands of the Com- 
mittee, became law under the title of the A. B. Railway 
Co. (Rates and Charges) Order Confirmation Act, 1891 
or 1892. The leading companies had each an Order 
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to itself; the smaller companies were dealt witli in 
groups. 

Each Order comprises two main parts, the classi- 
fication and the schedule of maximum rates. The 
clarification is absolutely identical thi'oughout the 
thirty-five Orders. In other words, there is now in 
force throughout the whole United Kingdom one uni- 
form statutory classification. Provision is made for 
future uiclusion of new articloe, but alteration would 
require a new Act of Parliament This statutory 
classification is, however, a maximum only. Any indi- 
vidual company is free to place any or every article 
enumerated therem in a lower class. In practice, 
however, this is not done. Changes of classification 
are only made by agreement between all the companies, 
and accordingly the ' working,' or ' Clearing-House 
classification,' which is maintained alongside of and 
subject to the statutory classification — often falling 
below it, but never rising above it— is also unifona 
throughout the country. 

Of the statutory classification little need be said. 
It took for its basis — the only basis which indeed was 
possible — the classification whose methods and prui- 
ciples had been worked out, as described in a previous 
chapter, by the companies during fifty years of the 
higgling of the market. An alteration was made in the 
names of the ' lettered ' classes. The companies' M (A), 
M (B), and S became more simply the statutory 
A, B, C, and so the number of separate classes was 
increased from seven to eight. In certain instances 
particular ti-ades were successful in persuading the 
Board of Trade or the Parliamentary Joint Committee 
that the articles in which they were interested had 
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been in the past compelled by the companies to bear 
more than their due share of the general burden. And 
m such a case an article which had hitherto appeared in, 
say, Class lY of the Clearing-House classification was 
included in Class III of the statutory classification; 
but in the mam the statutory classification reproduces 
the Clearing-House classification as it stood in 1890. 
And it may be added that this latter, as re-issued by 
the companies from time to time, shows only slight 
variations from the statutory classification. One diver- 
gence, however, between the two should be noted. The 
working classification often removes goods into a lower 
class on condition that certain methods of packing or 
consignment are adopted, such special treatment being 
justified partly on the ground of economy in carriage, 
partly as a concession to the wholesale trader. Here 
are some instances : — 

Clearing-House Claasiflcation. Statutory Classiflcation. 

Leather hose, e.o.h.p.* . Class IV ) _. , , , __ 

Leattier hose in bales . CJlaas m / ^**'«^ '^^^^ ^^'^ IV. 

Mattresses, e.o.h.p. . . Class IV \ 

Mattresses, packed . . Class m 

Mattresses, wire net- 
ting rolled round the 
woodwork and cover- 
ed with canvas . . Class 

Eennet, e.o.h p. . . . Oaesmjjj^^^ ^^^^^ 

Rennet m casks . . . Class n J 

In both classifications Classes A and B apply only 
to a minimum consignment of 4 tons; Class C to 
a minimum of 2 tons. The other classes are without 
any condition as to weight of consignment ; but^ whereas, 
under the old rule, articles less than 5001b. in weight, 
* e.o.h.p. means ^ except otherwise herein provided/ 




Mattresses . Class IV. 
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technically known as ' emaUs,' were subject to an extra 
charge, the ' smalls ' surtax now does not apply above 
3cwL 

That the new statutory classification was a great 
benefit to all parties can hardly be doubted. Simplicity 
and uniformity were substituted for a welter of confusion 
and contradiction. And this was not alL The old Acta 
had recognized the equity of causing pig-iron to bear 
a lai^er share of the common biu-den than ironstone ; 
finished iron in its turn more than pig. Now the process 
was caiTied further, and ' all other articles, matters and 
things ' were difierentiated by careful application of the 
same principle. 

But as to new schedules of maximum rates there is 
more room for doubt. Professor Hadley, now President 
of the University of Yale, whose book appeared in 
America while the controversy in England was at its 
height— a writer whose competence could as little be 
impeached as his disinterestedness — had sounded a note 
of warning. 'Every careful student of the question, 
from Morrison, in 1836, down to the Committees of 1872 
and 1882, has come to the conclusion that fixed maxima 
are of next to no use in preventing extortion'.' Par- 
liament, however, had decided that revised schedules 
of maximum rates should be put into force, and the 

' Railroad Tran^ortation, p. 178. Morrison was James 
Morrison, sometime M.P. for Inverness, and a recognized 
authority on railway questions in the House of Commons 
in his day. Hie book, Tracts on Railways (London, 1848), 
will even now repay perusal. The Committee of 1872 was 
a Joint Committee of both Houses, and a very exceptionally 
strong one. Their report said : ' Legal maximum rates 
afford little real protection to the public' I am not myself 
able to find in the Report of the Committee of 1882 any 
passage hearing out Pi-e«ident Hadley's statement of their 
attitude on this nuestion. 
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Board had only to give effect to what Parliament had 
decided. But on what basis? On this point the Act 
was silent The new schedules were to be, 'in the 
opinion of the Board of Trade, just and reasonable.' 
Parliament had, however, given one indication^ though 
only of a negative kind. The Committee of 1882 had 
spoken of ' due regard to the interest of the existing 
companies.' And the Bill for the Act of 1888, as it left 
the House of Lords— mto which it was first mtroduced— 
had required the Board so to fix the new maxima that 
they should 'be upon the whole equivalent' to the 
existmg maximum rates. The House of Commons 
struck out the obligation to consider the existing rights 
of the company and left the Board free to fix such new 
maxima as they might, deciding on what grounds they 
pleased, think just and reasonable. 

Seldom perhaps has a more striking example been 
shown of the capacity of the English constitution to 
work a peaceful revolution under the form of ordinary 
law. Railway shareholders had invested hundreds of 
millions sterling on the faith of being permitted to make 
certain specified charges. In future they were only to 
make such charges as a Government Department might 
think reasonable. And yet the price of railway shares 
was hardly affected. If any one was really to be pitied, 
it was not so much the railway shareholders as the 
officials of the Board of Trade, who were required to 
evolve from their own inner consciousness a standard of 
justice and reason. 

When a body of promoters or an existing company 
apply to Parliament for an Act for a new railway, it is 
clearly justifiable — it may or may not be politic— to fix 
the maximum rates as low as the promoters will consent 
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to accept But in dealing with the maxima of an 
existing undertaking the only equitable plan would 
Bcem to be to fix them bo that they did not cut across 
the top of any existing and justifiable charge. And 
a charge within the old maxima was clearly eutitled 
to be regarded as reasonable till the contrary had been 
shown. But to investigate seriatim all the hundreds 
of thousands of cases in which rates were charged 
markedly above the average was an impossible task. 
It could not be and was not attempted. 

The principles on which the revision was carried 
through are set out in the Report of the Commissioners 
appointed by the Board of Trade to hold the special 
inquiry, Lord Balfour of Burleigh and the late Sir 
Courtenay Boyle. ' The railway companies,' they say, 
' have built up a traffic remunerative to themselves at 
rates, generally speaking, much lower than those at 
present authorized by Parliament, and consequently we 
believe that it is equitable to make a reduction in their 
present powers and to fix rates, based to a great extent 
on existing rates, but with a reasonable mar^ of profit 
for possible changes of circumstance iiuuriously affect- 
ing the cost of or the returns irom the carriage of 
merchandise by railway.' The importance of tliis 
passage lies in the words ' based to a great extent on 
existing rates." How the Commissioners understood 
them is plain from the following passage :— 

' The railway companies liave urged persistently and 
strongly that the future maxima ought to be so fixed as 
to result in no loss of revenue to the company. If by 
this is meant that the future maxima should be such as 
to cover all existing rates, we are unable to agree to the 
proposition. To what extent there is justification for 
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the very wide differences which exist in actual rates 
we are not called upon to pronounce. But it is material 
to a just settlement of powers of charge that it suits the 
companies in a large number of instances to conduct 
traffic at rates much lower than those authorized in 
their present Acts or in the schedules attached hereta 
If maxima were to be fixed at rates high enough to 
cover present non-competitive charges, the traders who 
rely solely on a particular railway would be without the 
Parliamentary protection which they claim, and, as we 
believe, reasonably claim.* 

Two propositions in the last paragraph need to be 
examined in the light of the considerations as to the 
nature of the business of a railway set out in previous 
chapters of this book. ' It suits the companies in many 
cases,' says the Report in effect, ' to charge rates much 
lower than the proposed new maxima, therefore such 
rates must be reasonably profitable.' ' It is reasonable 
for the State to reduce perforce certain existing rates 
charged where there is no competition.' 

Two comments are to be mada A railway does 
business at a minimum of profit, where a larger profit 
is unattainable. It gets a high rate where it can, it 
takes a low rate where it must ; and so on the whole 
a reasonable revenue is secured. The low rates may 
only pay working expenses ; the high rates may have to 
meet the interest on the whole capital ; if one half of 
the rates are to be kept down by economic, and the 
other half by legislative compulsion, there is no point at 
which a dividend emerges. To call upon a railway 
company to give to an inland town rates on the same 
scale as those which it gives where there is sea com- 
petition, simply because it there gives them, is to call 
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upon it, not to maintain equality, but to counteract an 
inequality for which, not the railway company, but the 
Author of the Universe is responsible. 

The other comment is this. Rates are, it is suggested, 
high, because non-competitive. It would he at least 
equally true to say that rates are non-competitive because 
they are high. In other words, no one cares to compete 
for the traffic of a district where rates are naturally high. 
For such a district is necessarily a backward one, or 
even a district with scant natural resources. But the 
I'ates are not too high ; as a rule they are not so high 
as they reasonably might be ; as they would be, if the 
company had not other and more profitable fields to 
work '. A poor district implies, as has been pointed 
out earlier, scant traffic ; scant traffic implies that the 
entire cost of the railway must be charged over few 
items ; in other words, that each item must bear a 
proportion of that cost many times more than it need 
bear on a gi-eat trrnik line. 

Thirty years ago, Albert Fink, a man who com- 
bined, in perhaps miequalled degree, practical business 
capacity and grasp of abstract economic theorj', dis- 
sected hi minute detail the published accounts of the 
railway of which he was then President, the Louisville 
and Nashville. He analysed the cost of carrying a ton 
a mile on the main line and on each of the dififerent 
branches. And, after giving numerous detailed Ulustra- 
tione of his method, he summed up as follows : ' A 
careful investigation shows that, under the ordinary 

' It is not too much to aay that there is hardly a single 
com^>aiiy in the United Kingdom, dependent BoMy for its 
livelihood on the local trafQc of country districts, that is 

reasonably pi'ofitable undertaking to-day. 
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conditiom under which transportation aerrioe is gener- 
ally performed, the cost per ton-mile in some instanoes 
may not exceed one-seventh of a cent^ and in others wiD 
be as high as seTenty-three cents per ton-mile <m the 
same road.' In other words, cost of carriage to the 
carrier is shown by actual experience to vary all 
the way from 1 to 500. If then the sender of the 
goods consigned under the most expensive conditions 
is in practice charged a rate not more than tea times 
the lowest rate charged, and the actual difference in 
conveyance rates for long-distance coal and short- 
distance hats has never been more than this, surely 
he has no special right to call for 'Parliamentary jhto- 
tection.' What Parliamentary protection in fact conies 
to is that the State interferes to compel the coal to 
bear some portion of the cost of carrying the hats ; or, 
which is only another form of the same tidng, to compel 
a trader who is fortunate enough to live on the main 
line of the Great Western to pay part of the carriage 
account of another trader who lives in Cornwall or 
Cardigan \ 
In what has been written above the position assumed 

> In France the compames publish statistics showing 
receipts and expenditure of each section of their system 
separately. The main line of the Paris and Lyons Company, 
from Paris to Marseilles, is 640 miles, about one-eighth of 
the entire svstem. Of course its capital cost per mile is 
far above me average. Equally of course the rates on it 
per ton-mile, being charged mainly on wholesale tra^ffic 
carried for long distances, are far below the average. Yet 
the main line i)ays some 17 per cent, on its cost. Roughly, 
half the net earnings of the company are obtained on one- 
eighth of the mileage. But as many lines of Savoy or 
Auvergne, spite of low capital cost and high rates -per mile, 
do not cover their expenses, the average net earnings 
of the total capital of tiie company are not 17, but about 
4 per cent. 
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by the Board of Trade Commissioners has been criti- 
cized from the point of view of pure theory. As 
a matter of practical poUtics, their eminently British 
spirit of non-logical compromise was exceptionally 
successfid. It is safe to say that public opinion and 
Parliament would not have supported a scheme of 
revision which reserved to the companies all the powers 
to which they could have made out what was, economi- 
cally speaking, a good claim. The companies' powers 
were cut down with an unsparing hand. But the net 
revenue of which the Commissioners' schedules deprived 
them was only a small percentage of that which was 
preserved to them intact And on the whole the 
Commissioners' schedules— though considerable varia- 
tions were certainly made, as much perhaps in favour 
of as against the Companies — commended themselves 
to the Parliamentary Joint Committee. Whatever 
variations were made in their detail, the form of them, 
and the principle on which they were based, went sub- 
stantially unchallenged. 

The maximum rate schedules as finally passed deal, 
not only with merchandise proper, but with animals, 
carriages, exceptional articles (locomotives, wild beasts, 
bullion, &c), perishable merchandise by passenger 
train, and small parcels by goods train. For all these 
latter categories the maximum rates are made uniform 
over the whole country. We need, however, only 
concern ourselves with merchandise proper. It will 
be understood that the schedules apply only to traffic 
carried by goods train. A company is under no obliga- 
tion to carry goods by passenger train. It may do so, 
if it thinks fit ; but if it does it is entitled to fix its 
own terms. 
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The goods schedules then comprise an introduction 
and two parts. The introduction states that certain 
services, of which the most important are coUection and 
delivery and services at private sidmgs, are outside the 
schedules. The charges for these are in the discretion 
of the company, but they must be reasonable, and in 
case of dispute are to be fixed by arbitration. Part I 
gives the maximum station and service terminals, these 
phrases being so defined as to include all possible 
charges before and after conveyance other than the 
specially exempted extras referred to above. Station 
and service termmals are, with only one local exception, 
uniform all over the country. They are enacted in the 
following form : — 

MAXIMUM TERMINALS. 



In respect 
of mer- 
chandise 
comprised 
in the 
under- 
mentioned 
Classes. 


Station 

terminal 

at each 

end. 


Skkvics Terbonalb. 


Loading. 


Unloading. 


Ck>yering. 


Uncovering. 


A 
B 
C 
I 

n 
III 

IV 
V 


per ton. 
8. d, 

3 
6 
1 
1 6 
1 6 
1 6 
1 6 
1 6 


per ton. 
8, d. 

3 
5 

8 
1 
1 4 
1 8 


per ton. 
8, d, 

3 

6 

8 

1 

1 4 

1 8 


per ton. 
8, d, 

1 

1.60 

2 

2 

3 

4 


per ton. 
A. d, 

1 

1-50 

2 

2 

3 

4 



Here is a second table giving conveyance rates, but 
this time applicable only to a single company, the Great 
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to be the first of the 



Eastern, whose Order happens 
series : — 

MAXIMUM RATES FOR CONVEYANCE. 



In respect 
of mer- 
chandise 
comprised 
in the under- 
mentioned 
Classes. 


For 

the first 

20 miles, 

or any 

part of 

such 

distance. 


For 

the next 

90 miles, 

or any 

part of 

such 

distance. 


For 

the next 

50 miles, 

or any 

part of 

such 
distance. 


For the 
remainder 

of the 
distance. 


A 
B 
C 
I 

n 
III 

iV 
V 


per ton 
per mile. 

d. 

1.15 

1-40 

1.80 

2«20 

2.65 

3.10 

3.60 

4.30 


per ton 
per mile. 

d. 

.90 

1.05 

1.50 

1.85 

2-30 

2.65 

3.15 

370 


per ton 
per milCi 

d. 

•45 

.80 

1.20 

1-40 

1.80 

2.0 

2*50 

3.25 


per ton 
per mile. 

d, 

.40 

.55 

.70 
1.0 
1-50 
1-80 
2-20 
2.50 



Perhaps this Great Eastern schedule is as nearly 
typical as any one that could be taken. Speaking 
broadly, the great lines from London to the north 
have maxima lower than these ; the lines south of the 
Thames and the lines which do not touch London at 
all have as a rule maxima somewhat higher. The 
difference—in percentage, not in absolute amount— is 
more marked in the lower classes. The Great Eastern 
schedule is, however, unusually simple. It applies all 
over the Great Eastern system. Most of the great 
companies have more than one schedule, sometimes 
even three or four, applying on different sections of 
their lines. Moreover, in very many cases what is 
known as 'bonus mileage' is for charging purposes 
added to the actual physical distanca The Severn 



146 CLASSIFICATION AND RATES 

tunnel, for instance, is reckoned as twelve miles long ; 
the Forth bridge as twenty-three miles for certain 
traffic, fourteen miles for other traffia Further, it is 
by no means easy in many cases to know what schedule 
applies to any particular railway. The Great Western 
rates, for instance, to Abingdon, to Calne, to Bridport, to 
New Quay, and many other places shown in Bradsha/uo 
as situated on the Great Western railway, are regulated 
not by the Great Western schedules alone, but partly 
by separate schedules dealing with the subsidiary 
companies whose lines in 1890 were only leased to the 
Great Western, though most of them have since then 
been acquired by that company. ])i some cases the 
difficulty of reducing the complications of the existing 
methods of charge within the framework of a schedule 
which should bind without cripplmg a railway company 
proved so great that the task had to be abandoned, and 
an Order accordingly provides that, with reference to 
some particular piece of Ime, 'nothing in this Order 
shall affect the tolls, rates, dues, and charges prescribed 
by the A. B. Act\' 

^ Even maTrinniTn railway rates have their humorous 
side. One of the Orders, intituled with the name of the 
Midland and South- Western Jimction Railway, deals with, 
amongst others, two small Cornish railways, the liskeard 
and Looe and tiie Liskeard and Caradon. The maximum 
rate schedule is in ordinary form enough, not very different 
from that of the Great Eastern as given above. But the 
two Unes mentioned are given a special maTrimum of 3d. per 
mile for Class A traffic only. The explanation of the 
anomaly is as follows : The Board of Trade fixed the 
maximum of this class for these two Unes, as for all the 
other railways dealt with by the Order, at 1*50(2. for the 
first twenty miles. When the Order came before the Par- 
liamentary Joint Committee, counsel appeared for the two 
Liskeard companies and said he was instructed to ask that 
the Class A rate might be raised to 3(2. The railways were, 
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Still, ID comparisou with the inextricable confusion 
the old Acts, the new schedules are a model of 
implicity and uniformity. At the same time he would 
be a bold man who, unless he posaeBsed a considerable 
knowledge of railway law, railway history, and railway 
practice, coupled with intimate acquaiiitance with 
railway geography, would undertake to say positively 
the maximum rate legally chargeable, say, from Bridge- 
water to Grantham, or from Tunbridge to Rochdale. 
This ia, however, not of very great practical importance, 
for simultaneously with the coming into force of the 
new schedules, events happened which almost im- 
mediately deprived them of the greater portion of 
whatever importance they might have poBsesaed. 

Before proceeding with the history, let us see how 
the passage of the Rates and Charges Orders affected 
the then existing rate situation. The rates entered 
in the station rate-books showed— as they still con- 
tinue to show— oidy one inclusive charge. The new 
maxima are split up into several heads — conveyance 

he said, in the bauds of a i-eceiver, as theii- debenture mterest 
was not being earned ; there was practically no traffic 
except in granite for i-oad-metal from the Caradon quarries, 
whi<^ was being charged 3d. per ton per mile ; if the rate 
was reduced to IJd., the line would not pay its working 
expeneee and the receiver would be forced to cloee it. The 
quarry masters appeared as witnesses in support and stated, 
naturally enough, that a going concern, even with a rate of 
threepence, was of more ubb to them than a derelict rail- 
way with a nominal maximum of three halfpence. Solvun- 
tur riau tabulae, and the Committee made the alteration 
prayed for. So, on the Liskeai-d and Caradon, wliile I'oad- 
metal pays 3d., a-6Bd. is the legal maximum charge for 
coffee and confectioneiy, The matter is not of much 
practical importance. But the instance shows the difficulty 
of applying abstract official formulae to concrete com- 
mercial facts. 

k2 
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rate, station terminals (if a station is used by the 
traffic), service terminals for defined services (if 
rendered), all of specified amount; and lastly an 
unspecified sum for external services (collection and 
delivery, and the like), if actually performed How 
does the sum of the new maxima compare with the 
inclusive rates hitherto in force ? The question never 
was, and in the nature of things could not be, answered 
with any precision. For, as has been said, there existed 
no nonn^ mileage scai; with which comparison could 
be mada Individual companies made rough estimates 
that in certain instances, which were claimed to be 
typical, particular rates would perforce be reduced by 
10, or 15, or 20 per cent, and calculated that the net 
loss of revenue to them would amount to so many 
thousand pounds per annum. It was suggested that 
the total compulsory reduction of charges by all the 
companies might amount to an annual sum of half 
a million sterling. This loss appeared in the main to 
be incurred on quite short-distance traffic, but it also 
occurred on traffic for considerable distances in the 
highest classes, and it occurred sporadically in all 
classes at all distances 

But the new statutory limitation of charging powers 
left the rates at which the great bulk of the traffic was 
carried absolutely unaffected. It might— in &ct, in 
some very important cases, coal traffic to London, for 
instance, it did — cut off all margin for future increase 
of rates, but it left the existing rates, speaking broadly, 
undisturbed. Economic forces had long ago brought 
down the long-distance rates, and had compelled the 
concession of special rates £&r below the point at which 
the new maxuna were fixed And withm the limits 
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of the maximum the companies remained as before, 
free to adjust and vary tlieir rates aa they pleased '. 
But the new maximum schedules and the conditions of 
application attached to them impinged upon the old 
rates at so many points that the companies found that 
the only way to insure that all their rates should come 
within the limits of legality was to withdraw their 
existing rate-books alt(^ether and recommence with 
an entirely fresh series. 

The task, it need not be said, was tremendous. 
There are said to be some 7000 stations in the United 
Kingdom. For each one of the 7000 the legal maximum 
rate for each class had to be calculated to every other 
station to which through rates were in force. Tlien the 
rates to be actually charged in future Iiad to be worked 
out, taking into account not only the relation of the 
different classes to each other, but also the relation 
between adjacent stations, the equitable claim of 
traders to the preservation of their acquired situation, 
and the competitive relation between the customers 
of the company on different sections of the line on 
which for historical i-easons Parliament had retained 
two different scales of maximimi rates. Further, the 
whole of the special rates had to be overhauled. In 
some cases the old special rate might actually be higher 
than the new class rate. In many other cases the ratio 
between class rate and special rate was upset. To leave 
a special rate of 20s. for 4-ton lots alongside of a class 
rate of 20s. 3<t for 3 cwt. and upwards was obviously 
absurd. Further, it was natural and proper to take 

I Subject, of course, to the control of the Court of the 
Railway Commissioners on all questions where undue pre- 
ference was involved. 
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advantage of the new departure to disencumber the 
rate-book of numbers of special rates, which lapse 
of time and change of circumstances had rendered 
obsolete. 

The task would have been quite serious enough had 
each company only had to concern itself with its own 
railway. But in fact a large proportion of the rates 
in the rate-book at a big station are through rates to 
stations on other companies' lines, and such rates are 
usually available by several different routes. The settle- 
ment of a through rate between, say, Limerick and 
Birmingham affects—and accordingly is submitted for 
the approval of a Conference representing— not only 
every important railway company in the three kingdoms, 
but numerous steamship companies as well Before the 
settlement of these rates could be usefully commenced, 
each company party to them must necessarily have 
ascertainedpJecteely what ite own powers were, and 
decided at least tentatively what its own local charges 
would have to be. And it was not only a(]|justment of 
rates that had to be undertaken, important questions 
of principle had to be decided as weE For instance, 
there was a serious question whether the old system of 
chai^ng a rate including coUection and deliTei^ahould 
be continued, or whether, as in every other country, 
these extra railway services should be made the subject 
of a separate charge. If the old system was to be 
continued, should the companies south of the Thames 
fall into line with the rest of the country \ Naturally, 
all this took time. 

^ Here is a problem in a concrete form. There existed 
for, say, 300 miles, 100 over line A, 200 over line B, a rate 
of 44a. That rate was divided in the usual manner, 4«. to 
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And the time allowed was quite inadequate. Nine 
it of the thirty-five Provisional Orders were passed 
in August, 1891 ; the remaining twenty-six not till a 
year later. They were all appointed to come into force 
on January 1, 1893, and the Board of Trade, which had 
power to poBtpone the date, refused the request of tlie 
companies that they should do so. The bulk of the 
work had, therefore, to be done in about five months. 
And when the first of January came, it had not been 
done. In most parts of the country the new i-ate-booka 
contained the class rates only. Tlie old special rates 
had been cancelled, and no new ones had been entered 
in their place. Traders, who had been accustomed to 
pay on certain traffic, say, 12s. per ton, received invoices 
claiming 16s., or ISa., or 208. Tlie company was undoubt- 
edly within its l^;al rights ; there is no obligation to 
grant a special rate ; and the local representatives of 
le company had no instructions to go outside the letter 
their rate-books. 

All over the country an outcry arose. Traders by 

hundreds and thousands refused to pay their monthly 

accounts. Parliament was appealed to, and representa- 

■tiveB of the railways ui the House of Commons were 

lable to make any satisfactory defence. The President 
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'h company for terminal and the balance in proportion 
to mileage, 12s. to A, 24s. to B. Under tlie new schedule 
A's maximum powers for the distance are only 15s., while 
B's for 200 miles are SOs. What is to be the new rate ? 
The total of the old rate ie covered by the sum of the two 
compames' powers. Is, then, this rate to be maintained f 
And if so, how is it to be divided ? Is .A to be given out of 
it mure than its legal maximum i Or is £ to profit by its 
neighbour's misfortime ? It will hardly be said that the 
question is so simple as to be capable of an off-hand 
solution. 
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of the Board of Trade hastened to promise, in language 
not often heard from a Cabinet minister speaking 
officially on behalf of a great Department of State, 
that the railway companies should 'be brought to 
their sense&' And yet the railway companies had only 
attempted to charge the rates which Parliament after 
ten years of investigation into the question had just 
enacted as the rates which the companies might ' law- 
fully charge and make.' The irony of the situation was 
complete. Personal experience had done in a week 
what all the writings of 'careful students of the question' 
could not accomplish in half a century, and had con- 
vinced the practical man, whether legislator or trader, 
that ' fixed maxima are of next to no use in preventing 
extortion 

A Committee of the House of Commons was at once 
appointed to consider what should be done. Practical 
men, having proved the difficulty of controlling by 
legislation a situation essentially economic, were at 
once ready with proposals for furtlier l^islation. It was 
seriously proposed to give to every county court judge 
jurisdiction to fix, not merely maximum rates, but the 
actual rates that were to be charged. For a time it 
seemed possible that some panic legislation might be 
passed. The representatives of the railways were called 
before the Committee and asked to explain their action. 
The explanations did not entirely agree, as was natural, 
seeing that the railway councils had notoriously been 
divided. In some cases want of time appeared to have 
caused the whole difficulty, and a manager was able to 
tell the Committee, either that the whole of the old 
special rates had been restored, or else that they were 
rapidly being restored, and that traders had been given 
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to understand that their accounts dating back to the 
first of January would be made out at the old figures. 
In another case a manager appeared to have desired to 
test what the traffic would bear; having lost, say, 
£50000 of net revenue by the operation of the new 
maximum schedules, he had sought to find occasion to 
recoup himself. His new scales of charge would, it 
was true, if maintained, bring in an additional revenue 
many times greater than that which he had lost ; but 
he had no hope of maintaining them alL Further 
eductions would, he admitted, have to be made ; but 
he hoped to end by retaining as much as would cover 
his losses. On the whole, the explanations fitiled to 
satisfy the Committee. In vain the railway companies 
undertook that no trader should be called on to pay 
more than a 5 per cent advance on his old rate. The 
Committee, it is true, rejected or ignored the more 
radical proposals that had been submitted to them, but 
they reported that they &iled to see that any increase 
at all was justified ; that the action of the companies 
had unreasonably disturbed the trade of the country, 
and that it ought to be placed out of their power to 
act in a similar manner in the future. 

In the following session a Bill to give effect to the 
recommendations of the Committee was introduced by 
the Board of Trade, and in due course became law as 
the Railway and Canal Traffic Act, 1894. By this Act 
the power of the railway companies to vary their rates 
as they pleased within the limits of their statutory 
maxima was for the first time made subject to public 
controP. The Act, which was made retrospective, 

' The statement in the text of course omits all reference 
to undue preference. Elver since 1854— in certain drcum- 
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provided that any trader might complain to the Court 
of the Railway Conunission in reference to any increase 
of rate made on or at any time after January 1, 1893, 
and that in any such case the burden should lie upon 
the railway company of justifying the increase to the 
satisfaction of the Court The theory underlying this 
new legislation was apparently that the power of 
increase conferred upon the companies by the difference 
between their old actual charges and the new maxima 
was given them, not to be used arbitrarily and at once, 
but to be kept in reserve to meet unforeseen difficulties, 
a serious and permanent rise in wages or the price of 
coal or something of that kind. The matter had been 
left to the discretion of the companies; they were 
proved, it was thought, to have abused that discretion ; 
it must therefore be withdrawn from them and placed 
in the hands of an outside tribunal. 

To the tribunal, however, no indication was given 
how the discretion was to be exercised. One thing 
was clear. The presumption was that any given rate 
was, on January 1, 1903, as high as it reasonably could 
be. It was for the company, in any case in which objec- 
tion was taken, to prove that special circumstances 
justified an increase. 

The numerous cases that have, in the course of the 
last ten years, come before the Court in the main divide 

stances ever since 1845, and in many cases even earlier than 
that — a trader could complain, not that an increase of rate 
was in itself oppressive, but that it placed him at an undue 
disadvantage in comparison with a rival whose rate was 
left unaltered. But if the Court decided in favour of the 
contention of trader A, the railway company was fidly 
entitled to redress the inequality, not by lowering A^& rate, 
but by making a corresponding increase in the rat e charged 
toB. 
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themselves into two classes In the first class a com- 
pany has justified an increase as required to put an end 
to an anomaly. For instance, flour is carried at Class C 
rates (which do not include cartage), and on the North- 
Eastern Railway these rates are fixed on a uniform 
mileage basis. For very many years it had been the 
traditional custom in Hull for the railway to collect 
flour from the mills free, by carts or lighters. Millers 
in other towns complained that this gave an undue 
preference to the Hull millers in competition with 
them. The Court held that it was reasonable to 
redress the inequality by putting an end to the ana- 
chronism and levelling down the services given in 
return for the rate in one town to the level of all the 
rest, rather than levelling all the other services up 
to the level of Hull 

In the second class of case, increases of rate have 
been defended on the ground of increased cost to the 
company. Here the decisions seem to establish three 
propositions as to the attitude of the Court The 
increase of cost must not be temporary, but presumably 
permanent; it must be fairly commensurate with the 
increase of rate ; and it must be incurred in respect of 
the traffic the rate for which it is proposed to increase. 
It may well be that an increase of cost shown to apply 
to the whole of the company's business would justify an 
increase in certain rates, even though the company 
refrained from seeking permission to increase other 
rates. But increased cost of dealing with goods traffic 
would not apparently justify an increase of coal rates ; 
increased cost of dealing with its traffic in Liverpool 
would not justify the North-Westem in increasing its 
rates between London and Birmingham. 
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We are dealing in this book, not with law, but with 
economics. So we may here note the inconvenience of 
dealmg with economic problems by legal machinery. 
A law court is not adapted for economic discussion. 
It can only try definite issues between certain parties 
according to the established rules of evidence and 
procedure. It can try the issue 'How much has the 
cost of carrying coal from A to B increased in a given 
time?' And it can decide how much the particular 
rate should be increased to cover that increased cost 
But put the issue this way : ' The cost of carrying coal 
having been proved to have increased, and it being 
reasonable that the company should be recouped for 
its loss of revenue, what traffic shall be selected as best 
capable of bearing an increased rate, having regard to 
what is on the whole equitable to that traffic and most 
m the pubUc interest?' An issue such as this no law 
court can try. And yet, if the account given in the 
earlier chapters of this book of the nature of railway 
busineas ha« any truth in it, this is the issue that reaUy 
should be tried. 

Let us test it by imagming a concrete casa Imagme 
that, owing to foreign competition, the coal export 
trade of Northumberland and Durham has shrunk to 
half its present volume. It needs no argument to show 
that the cost to the North-Eastern Railway of carrying 
the remaining half wiU have lai^ely increased Half 
the capital invested in staiths and tips, in marshalling 
yards and storage sidings, m mmeral engmes and 
wagons, for dealing with this traffic, will be earning 
nothing. The general and maintenance expenses will 
run on with but a small reduction, and being charged 
on but half the traffic will be double as heavy per unit 
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The railway company can clearly make a case for 
increased rates. ^ But,' says a law court, * the increase 
must be on export coaL We have no evidence of 
increased cost on other traffic. The parties who would 
be affected by increase in other rates are not before 
the Court, and judgement against them cannot be given 
in their absence.' We can imagine the answer that 
would be made by the company, not indeed in the law 
court, but in the forum of economic discussion : ' We 
cannot raise the rates on export coaL To do so would 
be to kill what is left of the traffic. We must be content 
to carry on this traffic at the present, or perhaps even 
at lower rates, down to the point where the gross 
receipts cease to cover our out-of-pocket expenses in 
doing the business. But you admit we are entitled to 
raise our rates to recoup ourselves if we can. Give us 
then leave to double our rates on fifth-class traffic. 
That can bear the rate. Though it be doubled, not a 
silk dress, nor an opera-glass, nor a musical-box the 
fewer will be sold because of it \* 

^ It is worth while to recur once more to the taxation 
analogy. The expense of Government has increased, and 
new taxation is requisite. More money is required, say, 
for elementary education. Would any Chancellor of the 
Exchequer argue: * The children to be educated are of the 
working-classes. I must therefore raise the money by taxes 
paid mainly by the working-classes, such as those on beer 
and tobacco ' ? Would he not rather say that the expenses 
of Gk>v6mment must be charged where they press least 
heavily, and increase the stamp duties, or the death duties, 
or the income tax, if he thought that thereby he attained 
most nearly to the ideal of equality of sacrifice ? And 
would he not be right ? 

The point should also be noted that a reduction of the 
coal tonnage necessarily increases the prox)ortion of the 
genersd ooste — ^three-fourths of the whole — of all the remain- 
ing traffic. 
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Fortunately, no such crisis in English industry has 
yet arisen. But the &ct remains that it would be 
practically impossible for a law court to deal with it on 
any such lines as we have sketched Even if the Court 
were to deal with it, and to be convinced by the 
argument, it could not give effect to its decision. For 
before the fiffchK^lass rates could be seriously raised, the 
maximum rates schedule of the company would have 
to be repealed by Parliament Fixed maxima, then, 
while *of next to no use in preventing extortion,' 
may have important influence in preventing economic 
ac^ustment 

These, however, are for the present abstract con- 
siderations. But a point of serious practical importance 
remains. The legislation of the years from 1891 to 
1894 has done much to prevent any natural and gradual 
lowering of rates. A railway company is still free to 
lower. It has ceased to be free to raise. A manager 
may desire to lower a rate, hoping thereby not only 
to benefit trade, but also, by increasing largely the 
volume of traffic, to increase his own net earnings. 
But it is only a hope. In the nature of the case 
certainty is not attainable in advance. A prudent 
manager, therefore, will not, unless his hope is closely 
allied to certainty, lower a rate when he must fiice 
a lawsuit before he can put it up again. Still less will 
a conference of managers— and most important rates 
affect many companies— allow one of their number, 
more sanguine or, it may be, more fer-sighted than the 
rest, to go ahead and make experiments. This, at least, 
is what we might expect a priori. Any trader, whose 
experience goes back to the years before Parliament 
began carefully to regulate railway rates in the interest 
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of trade^ can say from his own recollection whether the 
attitude of a railway manager to a suggestion of 
a reduced rate is nowadays more or less sympathetic 
than it was thirty years ago '. 

^ The law of imdue preference in the hands of a Court, 
where le^ rather thaii commercial considerations neces- 
sarily rule, has imdoubtedly also had weight in putting 
a stop to the isolated and tentative reductions which, when 
cumulated, result in a general reduction of the average 
rate. Hadley (Railroad Transportation, p. 250) says of 
State railway officials: 'They are not occupied with the 
question how to lower rates, but how to keep the right 
proportion between existing rates.' The same thing is 
necessarily true of a railway law court. 
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Eduoational Times: — * Excellent in every way.' 

Primer of Historical English Grammar, including 

History of English, Phonology, Accidence, Composition, and 
Derivation, with Specimens of Old, Middle, and Modem English 
added. 120 pp. 9s. 
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CLARENDON PRESS SCHOOL BOOKS 



Dr. Sweet's Primers and Readers 

First Steps in Anglo-Saxon, containing «5 pages of 

grammar, 43 of text, and 40 of explanatory notes. 2s. 6d. 

Anglo-Saxon Frimer. With grammar and glossary. 
Eighth edition. 126 pp. 2s. 6d. 

Anglo-Saxon Reader, in prose and verse. With grammar, 

metre, notes, and glossary. Seventh edition, revised and 
enlarged (1898). Crown 8vo, 414 pp. 9s. 6d. 

A Second Anglo-Saxon Reader, archaic and dialectal, 

220 pp. 4s. 6d. 

Old English Reading Primers, being supplements to 

the Anglo-Saxon Readers. 

I : Selected Homilies of Mifric, Second edition. 9s. 
II : Extracts Ax)m Alfred's Orosius. Second edition. 9s. 

First Middle English Primer, with grammar and 

glossary. Second edition. 9s. 6d. 

Second Middle English Primer: extracts from 

Chaucer, with grammar and glossary. Second edition. 9s. 6d. 

Primer of Phonetics. Second edition (1903). Ss. 6d. 

Educational Times: — *A concise, definite and practical 
primer, eminently the book for a beginner.* 

Primer of Spoken English. Second ed. revised. 3s. 6d. 



A Book for the Beginner in Anglo-Saxon. 

By J. Earle. Fourth edition (1903). 9s. 6d. 

A Primer of English Etymology. By w. w. Skeat. 

Fourth and revised edition (1904). Stiff covers, 190 pp. Is. 6d. 

Notes and Queries:— ^ A. work which facilitates the much- 
needed study of our language, and in the absence of other 
costlier and less concise and mdd works is indispensable.* 
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ENGUSH 



Annotated Texts 

Old and Middle English 

Laurence Minot's Poems, edited by J. Hall. Second 
edition. 4s. 6d. 

Gospel of St. Luke in Anglo-Saxon, edited by 

J. W . Bright. .5s. 

Selections from Gower's Confessio Amantis, 

edited by G. C. Macaulay (1903). 309 pp. 4s. 6d. 

Miracle Plays, Moralities and Interludes, being 

specimens of the pre-Elizabetban drama. Edited, with intro- 
duction, notes, and glossary, by A. W. Pollard. Fourth 
edition (1903), with ten illustrations. Crown 8vo. 7s. 6d. 

Specimens of Early English : with Uitroductions, notes, 

and glossarial index. 

Part I : From Old English HomiUes to King Bom (a.d. 1150 to 

A. D. 1300): by R. Morris. Second edition. 579 pp. 9s. 
Part II : From Bohert of Oloucester to Oov>er (a.d. 1298 to a.d. 1393) : 

by R. Morris and W. W. Skeat. Fourth edition revised. 530 pp. 

7s. 6d. 
Part III : From the Ploughman's Crede to the 8h&pheards Calendar 

(a.d. 1394 to A.D. 1579): by W. W. Skeat. Sixth edition. 

589 pp. 7s. 6d« 

Prof. Skeat's editions 

The Oxford Chaucer, containing in one volume the com- 
plete text of Chaucer's works; with introduction and glossarial 
mdex. Crown 8vo. 906 pp. 3s. 6d. On India paper, from 5s. 

The Minor Poems of Chaucer. With notes, etc. 

Crown 8vo. Second edition. 586 pp. 10s. 6d. 
The HOUS of Fame. Crown 8vo. 136 pp. 9s. 

The Legend of Good Women. Crown 8vo. 986 pp. 6s. 
The Prologue, the Knightes Tale, the Nonne 

Prestes Tale, from the Canterbury Tales. R. Morris's edition, 
re-edited. 394 pp. 9s. 6d. 

The Prologue. School edition. 96 pp. Is. 
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The Prioresses Tale, Sir Thopas, the Menkes 

Tale, the Clerkes Tale, the Squieres Talc, etc. Seventh edition. 
419 pp. 46. 6d. 

The Tale of the Man of Lawe, the Pardoneres 

Tale, the Second Nonnes Tale, the Chanoims Yemannes Tale, 
from the Canterbury Tales. New edition revised (1904). 4«. 6d. 

Langland's Piers the Plowman, sixth edition. 

364 pp. 46. 6d. 
The Tale of Gameljm. Second edition. 104 pp. Is. 6d. 

Wycliffe's Bible : Job, Psahns, Proverbs, Ecclesiastes, and 
the Song of Solomon. 3s. 6d. The New Testament. 6s. 

The Lay of Havelok the Dane, (i903). with two 

illustrations. 46. 6d. 

Elizabethan 

More's Utopia, edited, with introduction, notes, and full 

fflossary (by Miss Murray), by J. Churtox Collins (1904). 
Crown 8vo. 3s. 6d. 

Elizabethan Critical Essays, selected and edited by 

Gregory Smith : with introduction on the value of Elizabethan 
criticism and notes ; containing Sidney's Apology for Poetry, 
the Harvey-Spenser correspondence, etc. .Crown 8vo, 2 vols. 
522 and 514 pp. 12s. net. 

The Oxford Shakespeare, contomlng the complete text 
of Shakespeare's works, edited, with glossary, by W. J. Craio. 
3s. 6d. 1964 pp. Crown 8vo. On India paper, from 5s. 

Select Plays of Shakespeare, stiff covers. 

Edited by W. G. Clark and W. Aldis Wright. 
Hamlet. 2s. Merchant of Venice. Is. 

Macbeth. Is. 6d. Richard the Second. Is. 6d. 

Edited by W. Aldis Wright. 
As You Like It. Is. 6d. King John. Is. 6d. 

Coriolanus. 28. 6d. King Lear. Is. 6d. 

Henry the Eighth. 2a. Midsummer Night's Dream. Is. 6d« 

Henry the Fifth. 2a. Much Ado about Nothing. ls.6d. 

Henry the Fourth, Part I. 2a. Richard the Third. 2a. 6d. 
Julius Caesar. 2a. Tempest. Is. 6d. 

Twelfth Night. Is. 6d. 
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ENGLISH 



Marlowe's Edward II, edited, with introduction and notes, 
by O. W. Tancock. Third edition. 2s. and 3s. 

Marlowe's Dr. Faustus and Greene's Friar Bacon 

and Friar Bungay, edited by a. W. Ward. Fourth 
edition (1901). Crown 8vo. 448 pp. 6s. 6d. 

Spenser's Faery Queene, Books I and II, with intro- 
duction and notes by G. W. Kptchik, and glossary by A. L. 
Mayhew. 9s. 6d. each. 



Hakluyt's Principal Nayigations : bemg narratives 

of the Voyages of the ElizabethanSeajnen to America. Selection 
edited by £. J. Payne, containing the voyages of Gilbert, 
Hawkins, Drake, Frobisher, Ralei^ and others. Crown 8vo, 
with portraits. First and second series. Secoud edition. 3^ 
and 350 pp. 5s. each. 

Specimens from 1394 to 1579 : see p. 3. 

Bacon's Advancement of Learning, edited by 

W. Aldis Wright. Crown 8vo, with woodcuts. 424 pp. 3s. 6d. 
Bacon's Essays, by S. H. Reynolds. 8vo. 12s. 6d. 

Shakespeare as a Dramatic Artist. By R. G. 

MouLTON. Third edition, enlarged. Crown 8yo. 7s. 6d. 

Seventeenth Centuiy 

The Oxford Milton, edited by H. C. Beeching. Demy 
8vo, with facsimiles, 7s. 6d. ; crown 8vo, 3s. 6d. ; or, India paper, 
from 5s. ; miniature edition, on India paper, 3s. 6d. 

Milton's Poems, edited by R. C. Bbowne. 422 and 3U pp. 
Two volumes, 6s. 6d. ; or separately, vol. I, 4fi., vol. II, 3s. 
Paradise Lost : Book I, edited by H. C. Beeching. 
Is. 6d. Book II, edited by £. K. Chambers. Is. 6d. 
Together, 9s. 6d. 

Samson AgOnisteS, edited by J. Chuhton Collins. 

StiflF covers. Is. 

In paper covers 
Lycidas, 3d. ; Comus, 6d. : edited Lycidas, 6d. ; L'Allw^t 4d. ; II 
by R. C. Browne. Penseroso, 4d. ; Comus, Is. ; 

edited by O. Elton. 

Areopagitica, edited by J. W. Hales. 3s. 



CLARENDON PRESS SCHOOL BOOKS 

Bunyan's Pilgrim's Progress, and Grace Abounding, 

edited, with biographical introduction and notes, byE. Vekables. 
Second edit. , revised by M. Peacock. Cr. 8yo with portrait. 3s. 6d. 

Holy W^ar and the Heavenly Footman, by M. Peacock. 
3s. 6d. 

Clarendon's History of the Rebellion, Book vi, 

edited by T.Arnold. Second edition. Crown 8vo. 5s. 

Selections from Dryden, including Astraea Redux, Annus 

Mirabilis, Absalom and Achitophel, Religio Laid, and The Hind 
and the Panther : edited by W . D. Christie. Fifth edition, 
revised by C. H. Firth. 372 pp. 3s. 6d. 

Pryden's Essays, selected and edited by W. P. Ker (1900). 
Two volumes crown 8vo. 404 and 334 pp. 10s. 6d. 

Dramatic Poesy, edited by T. Arnold. Third edition 

(1904) revised by W. T. Arnold. 3s. 6d. 

Manchester Guardian:— * In its new form this book ought 
lonff to hold its place as the standard separate edition of one 
of uie two or three finest adiievements of English criticism.' 

Milton's Prosody, by R. Baq^Es. Crown 8vo. 5s. net 

Eighteenth Century 

Locke's Conduct of the Understanding, edited by 

T. Fowler. Thu*d edition. 9s. 6d. 

Selections from Addison's papers in the Spec- 
tator. By T. Arnold. 560 pp. 4«. 6d. 

Selections from Steele, bemg papers from the Tatler, 
Spectator, and Guardian, edited, with introduction, by Austin 
DoBsoN. Second ed. Cr. 8vo, with portrait. 556 pp. 7s. 6d. 

Selections from Swift, edited, with biographical intro- 
duction and notes, by Sir Henrt Craik, containing the greater 
?art of Tale of a Tub, Gulliver's Travels, Battle of the Books, etc. 
'wo volumes crown 8vo, 484 and 488 pp. 7s. 6d. each. 

Selections from Pope, with introductions and notes by 
Mark Pattison. (1) Asay on Man, sixth edition, Is. 6d. 
(2) Satiree and Epistles, foiuth edition, 2a. 
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Pamell's Hermit. Paper covers. 2d. 

Thomson's Seasons and the Castle of Indolence, 

edited bv J. Looie Robertson. Extra fcap. Svo. 4s. 6d. Also 
Castle of Indolence separately. Is. 6d. 

Selections from Gray, edited by Edmund Gosse. 3s. 
With additional notes for schools by F. Watson. Is. 6d. 

Gray's Elegy and Ode on Eton College. 9d. 

Selections from Goldsmith, edited, with introduction 
and notes, by Austin Dobson. 3s. 6d. 

Goldsmith's Traveller, edited by G. Bikkbeck Hill. 

Stiff covers. Is. The Deserted Village, Paper covers. 2d. 

Johnson's RaSSelaS, edited, with introduction and notes, 
by G. Birkbeck Hill. Cloth flush 2s. ; also 4s. 6d. 

Rasselas, and Lives of Dryden and Pope, 

edited by A. Milnes. 46. 6d. lAves separately. 2s. 6d. 

Life of Milton, edited by C. H. Fihth. Cloth 2s. 6d. ; 
stiff covers Is. 6d. 

Vanity of Human Wishes, ed. by e.j. Payne. 4d. 

Selections from Cowper, edited, with a life, introduction, 

and notes, by H. T. GRiFFrrH. 314 and 332 pp. 

Vol. I : Didactic Poems of 1782, with some minor pieces 1779- 
1783. 3s. 

Vol. II : The Task, with Tirocinium and some minor poems 
1784-1799. Third edition. 3s. 

Selections from Burke, edited by E. J. Payne. 

I : Thoughts on the Present Discontents : the two Speeches 
on America. Second edition. 4s. 6d. 

II: Reflections on the French Revolution. Second edition. 5s. 

Ill : Letters on the proposed Regicide peace. Second ed. 5s. 

Selections from Bums, edited, with introduction, notes, 
and glossary, by J. Looie Robebtson. Crown Svo. 6s. 
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Nineteenth Century 

Byron's Childe Harold, edited by H. F. Tozeb. Third 
edition. 3s. 6d. 

Keats' Odes, edited by A. C. Downeh. With four iUustra- 
tions. 3s. 6d. net. 

Hjrperion, Book I, with notes by W. T. Arnold. Paper 
covers. 4d. 

Scott's Lady of the Lake, edited by W. Mnno. 3s. 6d. 

Lay of the Last Minstrel, by the same editor. 

Second edition. Is. 6d. Separately, introduction and 
Canto I. 6d. 

Lord of the Isles, edited by T. Batne. 2s. and 2s. 6d. 

Marmion, by the same editor. 3s. 6d. 

Ivanhoe, edited by C. E. Theodosius. Crown 8vo. 9s. 

Talisman, edited by H. B. George. Crown 8yo. 9s. 

Shelley's Adonais, edited by W. M. Rossetti and A. O. 
Prickard. Second edition (1904). Crown 8vo. 3s. 6d. 

Campbell's Gertrude of Wyoming, edited by H. m. 

FrrzGiRBON. Second edition. Is. 

Wordsworth's White Doe of Rylstone, &c., edited 

by William Knight. 9s. 6d. 

The Complete Poetical Works of Shelley, 

including materials never before printed in any edition of the 
Poems. Edited, with Textual Notes and Bibhographical List 
of Editions, by T. Hutchinson. 8vo, with portrait of Shelley 
and two other collotype illustrations. 7s. 6d. net. 

The Oxford Book of English Verse a.d. 1950-1900. 

Chosen and edited by A. T. Quiller-Couch. 1096 pp. In 
two editions. Crown 8yo, gilt top. 7s. 6d. (fourth impression). 
Fcap 8yo on Oxford India paper, cloth extra, gilt top. 10s. 6a. 
(fifth impression). Also in leather bindings. 

Typical Selections from the best English writers with intro- 
ductory notices. Second edition. 3s. 6d. each. 
Vol. I : Latimer to Berkeley. Vol. II : Pope to Macaulay. 

The Treasury of Sacred Song. By f. t. Palgrave. 

is. 6d. On India paper, 7s. 6d. 
Poems of Enghsn Coimtry Life, selected and edited 
by H. B. George and W. H. Hadow. Crown 8yo. 9s. 
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